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Article six of the new By-laws of the Company, adopted 
July, 1868, prescribes that the President shall make a report to 
the Stockholders at their annual meeting, showing the condition 
of the affairs of the Company, and submitting such recommen- 
dations as he thinks proper. 

In accordance with this requisition I respectfully submit the 
following 

EEPORT. 

During the first few years after the introduction of the Electric 
Telegraph into this country its progress was very slow and its 
future success doubtful. The first line was constructed between 
Washington and Baltimore in the spring of ISM, through 
aid furnished by Government; but the results of its oper- 
ation were so unsatisfactory that the Postmaster-General, in 
his report for 1845, expressed the opinion that the revenues 
could not be made to equal the expenditures under any 
rate of charges which might be adopted. As the Government 
declined to assume the ownership and control of so doubtful 
an undertaking, the inventor had no recourse but to appeal 
to the enterprise of the people for the means required 
for its development. Capitalists, however, were slow to 
invest in a scheme so novel and precarious, and, as a 
natural consequence, there was great difficulty in obtaining 
funds wherewith to build lines. Companies were, nevertheless, 
organized in various parts of the country, and lines were built 
in detached sections between the more important places, but 
without any general plan of cooperation* 



In the beginning of 1851 there were more than fifty separate 
telegraph organizations within the limits of the United 
States ; but during the autumn of that year a few of the more 
important companies were united under one management, 
and with beneficial results to the system and to public conve- 
nience. The consolidation of these companies was a step 
in the right direction, as it increased their facilities while 
it lessened their expenses. Still, the great number of sepa- 
rate lines in operation prevented that unity and despatch 
in conducting the business so essential to its success, and the 
public failed to secure everywhere the benefits of direct and 
reliable communication. Telegraphic correspondence between 
the Eastern, Western and Southern sections was not only 
burdened with several tarifis but with unnecessary delays. 
Messages under this system required copying and re-transmis- 
sion at the termini of each local line, and this process not only 
occupied time but was frequently the cause of errors, which 
rendered the service of little value. Another serious evil 
which the system had to contend with was the existence of 
competing lines upon the more important routes. The effect of 
the construction and operation of rival lines of telegraph be- 
tween the same points is to augment the expenses without 
increasing the business. While, therefore, one line might have 
been worked successfully, the construction of a second, and 
sometimes a third, resulted in the operation of all of them at a 
loss. Practical men saw that there was but one remedy for these 
difficulties, and that was by a consolidation of all the rival in- 
terests into one organization. 

ORaANIZATION OF THE WESTERN UNION COMPANY. 

The Western Union Telegraph Company was originally 
organized as the New York and Mississippi Valley Printing 
Telegraph Company, on the 1st of April, 1851, for the purpose 
of building a line from Buffalo, N. Y., to St. Louis, Mo. 

On the 30th of March, 1854, they purchased the lines of the 
Lake Erie Telegraph Company, extending from Buffalo to 
Detroit and from Cleveland to Pittsburg ; and, on the 29th of 
April, 1854, secured the control of the lines of the Cleveland 
and Cincinnati, the Cincinnati and St Louis, and the Ohio 



Telegraph Companies. They also obtained an important in- 
terest in the New York and Erie, Cleveland and Pittsburg, and 
Cleveland and Zanesville lines ; and, in September, 1855, 
consolidated those of the Erie and Michigan Company, extend- 
ing from Buffalo to Milwaukee. During that year they con- 
structed lines from Cleveland to Chicago, and from Toledo to 
Grafton and Detroit, and on the 18th of February, 1856, 
acquired the control of the lines of the Ohio and Mississippi 
Telegraph Company, extending from Cincinnati to St. Louis. 

On the 4th of April, 1856, by act of the New York Legisla- 
lature, the name of the New York and Mississippi Valley 
Printing Telegraph Company was changed to that of the 
Western Union Telegraph Company. On the 24 th of May, 
1856, this company acquired the Pittsburg, Cincinnati and 
Louisville lines ; on the 17th July, 1857, the Southern Michigan 
line; and on the 25th of December, 1863, the New York, 
Albany and Buffalo lines ; on the 15th of April, 1864, the 
Atlantic and Ohio lines ; on the 17th of March, 1864, the 
Pacific Company's lines ; on the 8th of August, 1864, those of 
the Alleghany Company, and on the 29th of August, 1864, the 
line of the Ithaca Company. 

In April, 1866, the lines of the United States Telegraph Com- 
pany were consolidated with the Western Union. That com- 
pany was organized in 1863, and constructed a system of rival 
lines, embracing sixteen thousand miles of wire, and covering 
considerable portions of the territory occupied by the Western 
Union and American lines. The United States Company, how- 
ever, under the most vigorous administration, with all of its lines 
new, and worked to their utmost capacity, was unable to meet its 
current expenses — the net loss, during the last year of its opera- 
tion, amounting to an average of more than ten thousand dollars 
per month. 

On the 1st of July, 1866, the lines of the American Telegraph 
Company were consolidated with those of the Western Union. 
That Company — chartered by the State of New Jersey — was 
organized in 1859 by a consolidation of the lines of the Ameri- 
can Telegraph Company of New York, the New York and 
Washington House Printing, the Magnetic, and New York 
and New England Union. It also acquired possession of the 
Maine, New Brunswick, Nova Scotia, Troy and Gej^ad^ Jxissftr 
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tioiij Long Island, St. John and Frederickton, and Richmond, 
Charlotteville and Staunton lines; and subsequently those of 
the Cape Cod, Cape Cod Marine, Vermont and Boston, Lynch- 
burg and Abingdon, East Tennessee, Delaware and Hud- 
son, Philadelphia and Wilkesbarre, Susquehanna, Baltimore 
and Ohio, Washington and New Orleans, and Southwestern 
Telegraph Companies' lines. The American Company, in 
short, had followed in the Eastern and Southern sections of the 
country a similar course to that, pursued by the Western Union 
Company in the West; and by purchase, consolidation and 
construction, controlled lines extending throughout the Atlantic 
coast and the Mississippi and Ohio valleys, 
c On the 1st of June, 1867, the Western Union Company 
absorbed the lines of the California State Telegraph Company ; 
on the 1st of July, 1867, those of the Illinois and Mississippi 
Telegraph Company, and on the 1st of April, 1868, those of the 
Chicago and Mississippi Telegraph Company. 

The numerous consolidations of lines throughout the country 
which have been going on almost uninterruptedly for nearly a 
score of years, have now resulted in a complete unification of the 
great majority of the telegraph lines in the United States, and 
rendered the system the most extensive and efficient in the 
world. 

THE EXTENT OF THE WESTERN UNION LINES. 

Tht territory now occupied by the lines of this company 
embraces almost the entire civilized portion of the conti- 
nent of North America. On the eastern coast our lines 
extend from Plaister Cove, on the Gulf of the St. Law- 
rence, to Indianola, on the Gulf of Mexico; and on the 
western coast from Los Angelos, California, to the fisheries on 
the Kishyox river, eight hundred miles north of New West- 
minster, British Columbia. They reach across the continent, 
from the Atlantic to the Pacific Ocean, and embrace every Siate 
and Territory in the Union but Minnesota, New Mexico and 
Arizona, and include the British Provinces of Nova Scotia and 
New Brunswick. Our lines also have an exclusive connection 
with those in Newfoundland, Canada, Minnesota, Wisconsin 
and New Mexico, and with the Atlantic and Cuba Cables. 

The consolidations which have resulted in the Western Union 
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system mark a new and important era in the progress of the 
telegraph in this country. By them the means of communica- 
tion at all points have been greatly increased, while between all 
the large cities and many of the less important a system of 
direct circuits has been established, which affords facilities for 
rapid and reliable communication at all times. Instead of 
several repetitions of messages between the great com- 
mercial centres of the country, as formerly, transmission is now 
in most cases direct and instantaneous; and the operation of our 
system over the vast territory covered by our lines is fast assum- 
ing the certainty and uniformity of mechanism. Not only, how- 
ever, have the public gained in time and in greatly increased 
facilities by these consolidations, but they have received also 
the benefit of large reductions in the rates for both public and 
private despatches. 

RE-ORGANIZATION OF THE SYSTEM. 

The present organization of the Western Union system is the 
result of numerous and important changes. Direct and prompt 
communication between all points, whether near or remote, 
being the leading purpose of a telegraph company whose lines 
cover the gi'eater portion of the continent, but many of which 
were originally designed to accommodate local rather than distant 
communities, it became necessary to reconstruct some of them 
upon new routes, while the increase of railroads and the settle- 
ments of new territory required the building of additional lines 
in all sections of the country. Among the more important lines 
which have been or are now being re-built, is that extending 
from Omaha to San Francisco. This line was originally con- 
structed in 1862, along the emigrant route via Fprts Kearney and 
Laramie, crossing the Eocky Mountains at the South Pass, 
and thence, via Salt Lake City, Forts Crittenden and Churchill, 
across the Sierra Nevada Mountains to Placerville, Sacramento 
and San Francisco, 

When this line was first operated very little annoyance 
was experienced from the Indians, but subsequently, when they 
ascertained that it communicated, by some mysterious agency, 
with the soldiers, they took every opportunity to destroy it. 
This unfortunate change in their disposition rendered the situa- 
tion of the operators — stationed in many cases miles from. 
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human habitation — extremely hazardous, and some of the sta- 
tions were necessarily abandoned. 

The opening of the Pacific railroads has fortunately remedied 
these grave difficulties, and the lines have been transferred 
from the old route to the. railroads as fast as possible. 
Within the past year the new lines have been completed over 
the entire length of the Union Pacific road from Omaha, 
Nebraska, to Promontory Summit, Utah, a distance of twelve 
hundred miles ; and over the Central Pacific road from Sacra- 
mento, California, to Elko, Nevada, a distance of four hundred 
and sixty -eight miles. Nearly all the poles are distributed for 
the construction of the line over the intervening section be- 
tween Promontory Summit and Elko, a distance of two hundred 
and twenty miles, and it will be completed during the present 
season. 

The following table gives the aggregate amount of line 
which has been constructed and reconstructed during the past 
three years, showing it to be more than thirty per cent, of 
the entire extent of line belonging to the Company : 

Statement showing the number of miles of Poles and Wire Con- 
structed and Reconstructed from July 1, 1866, to July 1, 1869. 





CON8TBU0TBD. 


REC0N8TBUCTED, 




Miles of 
Poles. 


Miles of 
Wire. 


Miles of 
Poles. 


Miles of 
Wire. 


From July 1, 1866, to December 31, 1866 

" December 31, 1866, to December 31, 1867. . 
" " 31,1867, " 31,1868.. 
♦« " 31, 1868, to July 1, 1869 


1,624 
2,618 
2,202 
1,624 


2,748 
4,443 
6,036 
4,900 


3,255 

2,356 

2,032 

430 


6,490 
4,751 
4,604 
1,735 


Total 


7,968 


18,127 


8,073 


17,580 
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Detailed Statement of Lines constructed from January^ 1868, 

to July, 1869. 
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Bangor, Maine, to Oldtown, Maine 

(Joncord, Now Hampshire, to Mereditli Village, N. H 

Concord, New Hampshire, to Portsmouth, N. H 

Lancaster, New Hampshire, to Northumberland, N. H. . . . 

South Royal ton, Vermont, to Chelsea, Vt 

Chicopee, Massachusetts, to Chicopee Falls, Mass 

Providence, Rhode Island, to New Haven, Conn 

"Winfield, Long Island, to Flushing, L. I 

Bicksville, Long Island, to Northport, L. I 

G-arrettson, New York, to Quarantine Station, N. Y 

Tynne, Pennsylvania, to Lock Haven, Penn 

Baltimore, Maryland, to Annapolis Junction, M. D 

Newark, New Jersey, to Bloomfield, N. J 

Haokettstown, New Jersey, to Easton, Penn 

Pittsfield, Massachusetts, to North Adams, Mass 

G-reenfield, Massachusetts, lo North Adams, Mass 

Boston, Massachusetts, to East Boston, Mass 

Boston, Massachusetts, to Albany, N. Y 

New Haven, Conn., via Middletown, to Springfield, Mass . . 

Lakeville, Connecticut, to Millerton, N. Y 

Comstock's Landing, New York, to North Granville, N. Y.. 

Owego, New York, to Elmira, N. Y 

Rochester, New York, to Avon, N. Y 

Utica, New York, to Schenectady, N. Y 

Cambridge, New York, to Schuylerville, N. Y 

West Rutland, Vermont, to Clarendon Springy Vt 

Freehold, New Jersey, to Farmingdale, N. J 

Elizabeth, New Jersey, to Easton, Pa. 

Jamestown, Pennsylvania, to Home wood, Pa. 

Pittsburgh, Pennsylvania, to Manchester, Pa 

Titusville, Pennsylvania, to Pleasantville, Pa. 

Pittsburg, Pennsylvania, to Altoona, Pa 

Pittsburg, Pennsylvania, to East Birmingham, Pa 

Philadelphia, Pennsylvania, to Havre de Grace, Md 

"Washington, District of Columbia, to Baltimore, Md 

Baldwin's Cross Roads, Maryland, to Bel Air, Md 

Pomerey, Ohio, to Gallipolis, Ohio 

Cleveland, Ohio, to Toledo, 

Athens, Ohio, to Gallipolis, 

Cleveland, Ohio, to Berea, 

Clyde, Ohio, to Tiffin, 

Louisville, Kentucky, to Cincinnati, 

Indianopolis, Indiana, to Vincennes, Ind 

Cambridge, Indiana, to Newcastle, Ind 

Bushnell, Illinois, to Keokuk, Iowa. 

Chicago, Illinois, to Quincy, 111 

Port Byron, Illinois, to Rock Island, 111 

Chicago, Illinois, to Calumet, 111 

Chicago, Illinois, to Lockport, 111 

Chicago, Illinois, to Janes ville, "Wisconsin 

Waverley, Indiana, to Nashua, Indiana 

Quincy, Illinois, to Canton, Missouri 



Miles of 


Miles of 


Poles. 


Wire. 


14 


14 




40 


40 


40 


10 


10 


13 


13 


3 


6 




112 


8 


10 


14 


28 


1 


6 




65 




20 


4 


8 




21 


18 


18 


42 


42 




5 


102 


102 




82 


4 


4 


5 


10 




36 




18 




52 


16 


16 


4 


8- 


8 


8 




T5- 




65 




4 




6 




132 


3 


3 




62 




36 




10 


21 


21 




112 


18 


36 


13 


13 


18 


18 


107 


214 


110 


110 


63 


53 




51 




265 




15 




14 




32 




91 




17 


IT 


17. 
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Miles of 
Poles. 



From Quincy, Illinois, to Galesburg, Illinois 

Camp Point, Illinois, to Quincy, 111 

Cortland, llliiiois, to Sycamore, 111 

Peoria, Illinois, to Warsaw, 111 

Junction St. L. and T. R. R., Illinois, to Edwardsville, 111. . 

Jackson, Michigan, to Chicago, 111 

East St. Louis, lUinois, to Odin, 111 

Ashley, Illinois, to Odin, 111 

Des Moines, Iowa, to Grove City, Iowa 

St. Joseph, Missouri, to Council Bluffs, Iowa 

" Nashua, Iowa, to Charles City, Iowa 

Muscaiine, Iowa, to Washington, Iowa ; 

Waverly, Iowa, to Nashua, Iowa 

*• Boone, Iowa, to Council Bluffs, Iowa 

Omaha, Nebraska, to Council Bluffs, Iowa 

Davenport, Iowa, to Des Moines, Iowa , 

Nebraska City, Nebraska, to East Nebraska City, Iowa. . . . 

Lexington, Michigan, to Port Sanilac, Mich 

Kalamazoo, Michigan, to Chicago, 111 

Kalamazoo, Michigan, to Grand Rapids, Mich 

Detroit, Michigan, to Jackson, Mich 

Forrester, Michigan, to Port Huron, Michigan 

Jackson, Michigan, to Kalamazoo, Michigan 

*' Bismarck, Missouri, to Belmont, Mo 

Quincy, Illinois, to Canton, Mo 

Rolla, Missouri, to Jerome, Mo 

Bismarck, Missouri, to Pilot Knob, Mo 

Lexington, Missouri, to Junction North Mo. TRUR, 

Leavenworth, Kansas, to Lawrence, Ks. 

Coyote, Kansas, to Fort Wallace, Ks 

Ehsworth, Kansas, to Hayes City, Ks 

Chicago, Illinois, to Omaha, Nebraska 

Omaha, Nebraska, to Promontory Summi*, Utah 

Central City, Colorado, to Georgetown, Col 

Pass Creek, Wyoming, to Benton, Wy 

Fort Sanders, Wyoming, to Laramie City, Wy 

Helena, Montana, to Fort Benton, Mon , 

Skcrameuto, Cal., to Elko, Nevada 

Hooker's, Arkansas, to Clarendon, Ark 

" Pine Bluff, Arkansas, to Camden, Ark 

West Point, Arkansas, to Searcy, Ark 

Humboldt, Tennessee, to Clarksville, Ten 

Kuoxville, Tennessee, to Bristol, Ten 

Memphis, Tennessee, to Grenada, Miss 

Trenton, Louisiana, to Camden, Ark 

Meridian, Mississippi, to Selma, Ala , 

Marion, Alabama, to Greensboro, Ala , 

Montgomery, Alabama, to Wetumpka, Ala 

Washington, District of Columbia, to Lynchburg, Ya 

Petersburg, Viriginia, to Weldon, N. C 

" Florence, South Carohna, to Wilmington, N. C 

" Greensboro, North Carolina, to Charlotte, N. C 

" Columbia, South Carolina, to Charlotte, N. C 

Savannah, Georgia, to Live Oak, Fla 

Rome, Georgia, to Blue Mountain, Ala 

♦* Live Oak, Florida, to Lake City, Fla 

" Tallahassee, Florida, to Saint Mark's, Fla 

" Columbus, Texas, to Indianola, Texas 

Brj^an, Tei^as, to Calvertf Texas 
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Miles of 
Wire. 



22 
6 

18 



22 
88 
140 
12 
40 
16 



IT 

42 
16 
55 

125 
17 
13 

4 
34 

87 



1,200 

20 

14 

3 

145 

468 

5 



110 

18 
16 



63 

22 

120 

30 



100 
22 
5 
123 
18 
204 
68 
22 
88 
290 
12 
40 
16 
150 
25 
176 
2 
17 
140 
42 
76 
55 
68 
125 
17 
13 
12 
8 
34 
87 
46 
500 
3,074 
20 
' 28 
6 
145 
936' 
10 
85 
18 
120 
130 
100 
110 
107 
18 
16 
272 
63 
105 
93 
108 
180 
63 
23 
22 
120 
30 
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Detailed Statement of Lines Reconstructed from January^ 1868, 

to July, 1869. 



u 
a 
t( 
(( 
(( 
It 
(I 
i( 
u 
a 
u 
li 

C( 

(( 

«« 

tl 

u 

u 

(I 

t( 

f« 

«( 

<i 

(I 

(( 

u 

l( 

i( 

(C 

({ 
l( 
li 
II 
II 
l{ 
11 
I. 
II 
II 
<l 
II 
It 
It 
II 
It 
II 
kt 
II 
II 
(I 
II 
n 



From Cincinnati, Ohio, to Columbus, 

Loveland, Ohio, Leavittsburg, 

Woodland, Ohio, to Dayton, 

Bradford, Ohio, to Piqua, 

Leavittsburg, Ohio, to Youngstown, 

Cleveland, Ohio, to Erie, Pa 

Cleveland, Ohio, to Toledo, ^ 

Spring Grove, Ohio, to Dayton, 

Loveland, Ohio, to Scott's Landing, 

Cincinnati, Ohio, to Indianapolis, Ind 

Piqua, Ohio, to Columbus, 

Wellsville, Ohio, to Bridgeport, 

Indianapolis, Indiana, to Terre Haute, Ind 

Terre Haute, Indiana, to AJton, 111 

Greencastle, Indiana, to Lafayette, Ind 

Indianapolis, Indiana, to Richmond, Ind , 

Detroit, Michigan, to D. and M. R R. Junction, Mich. 

Saginaw, Michigan, to Bay City, Mich , 

Kalamazoo, Michigan, to Chicago, 111 

Aurora, Illinois, to Burlington, Iowa. 

East St. Louis, Illinois, to Alton, 111 , 

East St. Louis, Illinois, to Xenia, 111 

East St. Louis, Illinois, to Chicago, 111 

Turner Junction, Illinois, to Preeport, 111 , 

St Louis, Missouri, to Jefferson City, Mo 

Independence, Missouri, to Lexington, Mo 

Omaha, Nebraska^ to St. Joseph, Mo 

From Omaha, Nebraska, to Denver, Col 

Boone, Iowa, to Council Bluffs, Iowa , 

Beverly, Massachusetts, to Rockport, Mass 

Yarmouth, Massachusetis, to Orleans, Mass 

New Haven, Conn., to Springfield, Mass. 

New Haven, Conn., to New London, Conn 

Winans, Maryland, to Baltimore, Md 

Milbum, New Jersey, to Washington, N. J , 

Frederick, Maryland, to Frederick Junction, Md 

Boone, Iowa, to Summit, Iowa , 

Albany, New York, to Greenbush, N. Y 

Albany, New York, to Troy, N. Y 

Utica, New York, to Rome, N. Y 

Syracuse, New York, to Rochester, N. Y 

Buffalo, New York, to Erie, Pa , 

Citronelle, Alabama, to Brookville, Miss 

Little Rock, Arkansas, to Bayou Metre, Ark 

Delhi, Louisiana, to Yicksburg, Miss 

Columbia, South Carolina, to Charlotte, S. C 

Memphis, Tennessee, to Madison, Ark , 

Greensboro', North Carolina, to Danville, Va 

Greensboro', North Carolina, to Charlotte, N. C 

Louisville, Kentucky, to Covington, Ky 

Lebanon Junction, Kentucky, to Lebanon, Ky , 

Nashville, Tennessee, to Gallatin, Teniv, ........... 

Newcastle, Pennsylvania, to JameBto^sni) ^a^ • • 



Miles of 
Poles, 



lilies of 
wire. 





120 


50 


92 


74 


222 




10 


17 


17 


43 


172 


96 


95 




212 




185 




115 




127 




45 




73 




169 




59 


70 


490 


4 


32 


15 


15 




140 


168 


168 


23 


80 


82 


164 


3 


30 


91 


91 




25 




36 




150 


572 


572 


30 


60 


14 


110 


19 


19 




62 




49 




49 
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The ordinary repairs of the lines have embraced a large 
amount of work of a permanent value, such as the painting of 
cross-arms and the renewal of insulators; the soldering of 
joints in the wires ; the straightening of the old and the setting 
of new poles ; putting down new cables at river crossings ; 
trimming trees and brush, and the performance of many other 
necessary operations for the more efficient working of the wires- 
While the repairs of the lines serve to keep them in good 
working order, the reconstruction of those which have become 
deteriorated by age and decay prevents the property from depre- 
ciating in value. Leaving the item of construction out of the 
account, our lines are in far better condition at the present 
time than they were three years ago, from the fact that our re- 
construction has exceeded the decay during this time. Although 
telegraph property is of a very perishable character, still, if the 
poles, wires and insulators are replaced as fast as they break, 
decay, or wear out, it is evident that the lines will always be 
practically as good as new. 

STATIONS, LINES AND MACHINERY BELONGING TO THE COMPANY. 

The following inventory shows the number of stations, miles 
of line and wire, and amount of machinery belonging to the 
Company : 

The Western Union Telegraph Company has — 
3,469 Stations. 
52,099 MUes of line. 
104,584 " " wire. 

103 " " submarine cables. 
2,607 Instruments for reading by sound. 
1,334 Eecording instruments. 
8,807 Eelay magnets. 
4,180 Transmitting keys. 
132 Bepeaters. 
19 Printing instruments. 
710 Switch boards. 
1,887 Cut-offs. 
1,666 Lightning arresters. 
14,929 Cups of main battery. 
7,210 Cups of local battery. 

9 Punching Machines for the " Fast" system, not 
in use. 
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REAL ESTATE OWNED BY THE COMPANY. 

In the following statement of real estate belonging to the 
Company the property is inventoried at its actual cost. The 
present value is considerably greater : 

In New York City $29,284.82 

In Philadelphia, Penn 30,866.67 

In Buffalo, N. Y 40,000.00 

In Memphis, Tenn 20,000.00 

In Ottawa, 111 5,300.00 

In Cheyenne, W. T 2,585.00 

In Plaister Cove, N. S 2,060.91 

In Sandy Hook, K J 1,313.74 

In Fort Lee, K J 1,000.00 

In Pug Wash, N. S 269.67 

In Green Kiver, W. T 77.75 

$132,758.56 

KINDS OF APPARATUS IN USK 

It will be observed, by referring to the inventory, that nearly 
all the machinery employed by the Company belongs to the 
Morse system. This telegraph, indeed, is now used almost ex- 
clusively everywhere, and the time will probably never come 
when it will cease to be the leading system of the world. Of 
more than a hundred devices that have been made to supersede 
it not one has succeeded in accomplishing its purpose, and it is 
used at the present time upon more than 95 per cent, of all the 
telegraph lines in existence. The almost universal use of this 
apparatus is due to its simplicity and peculiar adaptability to 
the telegraphic traffic of every country. It employs electro- 
magnetism in the simplest form ; and its alphabet, when pro- 
duced at a distance through the aid of the electric current, is 
read with equal facihty by sight and sound, and can be readily 
interpreted by two of the other senses. 

While this .instrument is so generally employed, however, 
there is another of the recording class which possesses peculiar 
popular advantages, which make its use in certain excep- 
tional cases very desirable : this is the Printing Telegraph, 
which produces the messages printed upon strips of paper in 
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plain Eoman letters. Being one of the most rapid and accu- 
rate telegraph instruments ever invented, it is admirably 
adapted for use between large commercial cities. They are em- 
ployed by this Company — which controls the patent — ^between 
New York and Boston, Albany, Philadelphia and Washington. 
An important improvement has been made in these instruments 
during the past year, by which electro-magnetism is substituted 
as a motive power for manual labor, thereby removing a con- 
siderable item of expense in their operation. This improvement 
will probably lead to their more extended use. 

Formerly messages destined for stations several hundred 
miles distant were transmitted to some intermediate office, 
whence they were retransmitted. This operation required 
the employment at the repeating station of two additional 
operators for each wire: one to receive the messages from 
the transmitting station and the other to forward them to 
their place of destination. This service is now performed 
by automatic instruments, called repeaters, which require 
only a general supervision at the translating station. By 
the aid of this apparatus we have successfully operated a 
line seven thousand miles in length, and we find that with their 
assistance long circuits can be worked more rapidly than 
without them. The patent for the best translating instrument 
which has yet been invented is owned by this Company. 

The most complete apparatus ever devised for measuring the 
conductivity of the wires, and determining the location of 
faults, or imperfections in the conductors or insulators, has 
been obtained by the Company and put into constant practice. 
The employment of these instruments for the past year has 
been of great value to our lines, and their use in the future will 
materially aid us in the perfection of the service. 

THE COMPANY'S MANUFACTORIES. 

The success of an extensive telegraph system depends in no 
small degree upon the quality of the machinery employed in 
its operation. In order to secure the most perfect apparatus 
possible, the company has established two manufactories for the 
production of every variety of instruments required in the ser- 
vice. One of these establishments is situated in New York, and 
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the other at Ottawa, Illinois. Great care is taken to get the 
best quality of material from which to make the machinery of 
every kind, and also to obtain the most desirable forms for ser- 
vice. The Company now possesses instruments by which the 
conductivity of the wire can be accurately measured, and the 
proper size and form for every variety of service ascertained, so 
that nothing may be left to chance. Not only, however, does 
the Company gain greater excellence in the style and quality of 
its machinery by the operations of its own manufactories, but it 
saves a considerable sum annually in the cost of the apparatus. 

MANAGEMENT OF THE LINES. 

The administration of a telegraph system embracing the 
greater portion of a continent, and exceeding in extent of line, 
number of stations, and amount of business, that of any two 
nations in Europe, may justly claim a brief notice. 

The affairs of the company are managed by an Executive 
Committee, chosen by the Board of Directors, consisting of the- 
President, Vice-Presidents, and Treasurer. This Committee^ 
controls the appointment and rate of compensation of all em- 
ploy&j and maintains a general supervision over every depart- 
ment of the service. The territory covered by our lines is^ 
separated into four Divisions, called respectively the Eastern, 
Southern, Central, and Pacific, each of which is in charge of a 
General Superintendent ; and these Divisions are sub-divided into 
Districts — of which there are thirty three in the United States 
and the British Provinces — each undef the immediate control of 
District Superintendents, 

The lines are kept in working order by repaiimen, stationed 
at convenient points, four hundred and twelve of whom are. 
required for the whole country. 

Each station is in charge of a Manager, who has control of his 
oflBice, and is accountable to the District Superintendent for the 
proper performance of his duties and those of his subordinates.. 
The District Superintendents are accountable to the General Su- 
perintendents, and the latter to the Executive Committee. On 
the first of everv month each office forwards to the District Su- 
perintendent a report, showing the number of messages sent and 
received, the gross receipts, the amounts received on mess^a^es. 
for each office with which busineaa Vfas Qioiv^\ XJaa ^xaax^^iNs^ ^'^- 

2 
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ceived at all other offices with which messages were exchanged ; 
the amounts received for or paid to other lines, and all expen- 
ditures in detail. The District Superintendents, after carefully 
examining the reports and approving the vouchers, forward 
them to the Auditor for final examination and comparison. 
Monthly balances due the Company are transmitted directly to 
the Treasurer, and those due the employes are paid by him. 

All disbursements for the construction or maintenance of 
the lines are made by the District Superintendents, who furnish 
monthly, detailed statements of the same to the General Super- 
intendents, and after examination and approval by them they are 
forwarded to the Auditor. 

The Auditor carefully examines all reports and accounts and 
furnishes a statement of discrepancies to the District Superin- 
tendents, whose duty it is to have them promptly corrected. 

Material and supplies of every description required for con- 
structing and operating the lines are purchased under the super- 
vision of the Executive Committee, and are disbursed by the 
Supply Department on the requisition of the Superintendents. 

At the end of every year the General Superintendents prepare 
reports, showing the amount of construction, reconstruction, and 
repairs required in their respective divisions during the eusuing 
season, together with the estimated cost. These statements are 
classified as positively, probably, and possibly necessary, and 
form the basis for determining the amount of material and 
supplies required. 

Although the vast extent of our lines and the magnitude of. 
the business render the management of our afiairs arduous and 
complicated, yet every department is so thoroughly organized 
and systematized in all its details, that a harmonious and efficient 
performance of the entire service is obtained. 

FINANCIAL STATISTICS OF THE COMPANY. 

CAPITAL STOCK. 

The capital of the Company at its organization in April, 
1851, was $360,000. For more than seven years thereafter no 
dividends were made, the surplus earnings being devoted to the 
construction and purchase of additional lines. On the 23d of 
December, 1868, the amount of stock outstanding was $7,950,700, 
the increase in the eleven years which had intervened being 
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due to consolidations of other lines and the capitalization of 
profits. The united capital of the various companies whose 
lines were consolidated with ours during this period amounted 
to over $7,000,000. The Company subsequently issued its 
stock upon favorable terms in the acquisition of other telegraph 
lines to the extent of $2,116,200, and on the 11th of May, 1864, 
made a stock dividend of $100 per share, thus increasing the 
capital to. $20,133,800 

It has since been increased as follows : 

For Atlantic and Ohio Telegraph stock $833,400 

Erie and Michigan " " 68,000 

House " " 5,700 

Pemberton and Golden Trustees 3,800 

Cash 77,000 

Western Union bonds 91,500 

Ithaca Telegraph stock 14,500 

California State Telegraph stock 164,900 

Syracuse and Binghampton Telegraph stock. . . 4,800 
Missouri and Kansas " stocks. . 80,400 
United States " stock... 3,885,200 
" " . Pacific " "... 3,333,300 
Equalization of stock, as per consolidation agree- 
ment 468,000 

Fractions 55,100 

Trumansburg and Seneca Falls stock 3,500 

Hicks and Wright Eepeater 1,500 

Lodi Telegraph stock 500 

American Telegraph stock 11,833,100 

Pittsburg, Cincinnati and Louisville stock 4,100 

Total capital stock $41,063,100 

Owned by Company, exclusive of the Sinking Fund 494,800 

Balance on which dividend of July, 1869, was paid, $40,568,300 

THE BONDED DEBT. 

The bonded debt of the Western Union Company was 
begun in 1864, by the issue of $2,000,000 of seven per cent, 
bonds, for the purpose of buying the control of the stock of the 
California State Telegraph Company, and foY 'Oql'^ ^^\i^HxNia- 
tion of new lines. These bonds "weie coTiN^"t>5W^^ Hx>^ft *^^ 
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stock of the Company at par, and $91,500 were subse- 
quently so converted, leaving the balance outstanding, January 
1st, 1866 $1,908,500 

The amount since issued is as follows : 

For Russian Extension Telegraph stock $3,170,292 

For California State " " 218,940 

For Western Union " " 10,000 

For Washington and New Orleans Telegraph stock . . 53,175 

For real estate 50,000 

For cash 570,688 

American Telegraph bonds 89,500 

6,071,0&5 
Bonds paid and cancelled 1,436,995 

Amount of bonded debt, July 1, 1869 .$4,634,100 

These bonds mature as follows : 

In 1873 $89,500 

In 1875 4,544,600 

$4,634,100 

The bonds issued in 1864 became due in May, 18j86, and 
May, 1867, and were paid partly from the proceeds of new 
bonds and partly from the net earnings of the Company. One 
dividend was passed because it was deemed prudent, in the 
then existing state of financial affairs, to appropriate the 
earnings to the payment of the $540,695 of bonds maturing in 
May, 1867, rather than to divide them among the stockholders, 
and thereby compel the negotiation of a new loan with which 
to meet the maturing debt. 

The greater portion of the debt of the Company was incurred 
in the grand attempt to build a line on the Northwest coast and 
across Behring's Straits, to connect with the Russian line at the 
mouth of the Amoor River, known as Collins' Overland Line to 
Europe, which was abandoned after the successful submergence 
and operation of the Atlantic Cable. 

In May, 1867, it was decided to establish a sinking fund to 
provide for the bonded debt, and the sum of $20,000 per 
month has since been appropriated to that object. 

ITp to December, 1868, the sinking fund was invested in the 
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bonds of the Company, which, as fast as they were purchased 
for that account, were cancelled. Since that date the Executive 
Committee have been authorized by the Board of Directors to 
invest the sinking fund in the stock of the Company, when it 
can be purchased for one half the market price of the bonds. 

STATEMENT OP SINKING FUND ACCOUNT. 

Or. 

By application of profits from May 1, 1867, to July 

1, 1869, 26 months, at $20,000 per month $520,000.00 

By dividend of January, 1869, on 500 shares 
Western Union Telegraph stock, purchased for 
account of sinking fund, December 8, 1868 1,000.00 

$521,000.00 
Dr. 

To cost of $488,500,Western Union bonds of 1875, 

purchased and cancelled $418,971,80 

2,008 shares Western Union Telegraph stock in the 
hands of the Trustees of the sinking fund, pur- 
chased as follows : 

December 8, 1868, 500 shares cost. . .". . .$18,431.25 
" 23, " 500 " " 16,906.25 

February, 1, 1869, 500 " " 16,938.75 

March 6, " 8 " " 288.00 

June 10, " 500 " " 19,687.50 

72,251.75 

Balance uninvested 29,776,45 

$521,000.00 

At the annual meeting of the stockholders, held July 8, 1868, 
the following By-law was adopted : 

" The Board of Directors may hire or purchase the lines, or 
purchase stock of any other telegraph company ; but neither the 
capital stock nor the bonded debt of the company shall be 
increased beyond the amount now authorized, except by the 
written consent of two thirds of the directors^ entered in the 
secretary's records of proceedings of the board, and by a vote of 
the stockholders holding a majority of the capital stocky ^t ^xsl 
annual meeting, or at a special meeting caWeSi iot ^^\»^"Vi2r^'SR.' 
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' STATEMENT OP INCOME AND EXPENSES FROM JULY 1, 18G6, TO 

JULY 1, 1869. 



1866. 



July 

August. . . 
September. 
October. . . 
November 
December. 

1867. 

J3.nuary . . 
February . 
March . . . . 

April 

May 

June 



July 

August . . . 
September 
October . . . 
November 
December . 

1868. 

January . . 
February . 

March 

April 

May 

June 



July 

August 

September. 

October 

November. 
December. . 

1869. 

January . . . 
February . . 

March 

April 

May 

June 



Gross Beceipts. 

$562,292.97 
548,716.96 
556,955.95 
623,528.31 
571,036.02 
551,971.40 

580,560.53 
483,441.77 
530,642.66 
545,586.30 
525,437.94 
488,754.55 

$6,568,925.36 

$536,156.89 
570,676.85 
601,548.79 
628,836.74 
583,723.66 
576,135.19 

539,794.00 
600,183.32 
587,962.23 
602,257.05 
597,874.47 
579,911.00 

$7,004,560.19 

$601,730.61 
602,304.73 
630,665.36 
680,311.81 
607,728.05 
634,630.11 

606,051.90 
575,249.07 
594,279.84 
602,827.30 
590,145.21 
590,994.31 



l$7,316,918.30 



Expenses. 

$410,882.40 
346,742.31 
298,931.99 
344,245.07 
322,508.66 
302,596.41 

341,104.71 
314,617.26 
297,076.59 
820,869.41 
326,829.83 
818,100.99 

$8,944,005.68 

$360,917.53 
375,970.17 
875,641.50 
393,459.92 
870,429.57 
379,291.35 

366,446.02 
345,855.52 
335,947.64 
856,349.18 
849.165.41 
353,375.50 

$4,362,849.81 

$396,163.66 
376,452.03 
372,197.50 
410,604.17 
883,024.46 
898,342.96 

349,578.70 
354,855.72 
878,645.09 
883,844.17 
387,861.54 
381,546.85 



$4,568,116.85 



Net Profits. 

$151,910.57 
201,974.65 
258,023.96 
279,283.24 
248,527.36 
249,374.99 

239,455.82 
168,824.51 
233,556.07 
224,716.89 
198,608.11 
170,653.56 

$2,624,919.73 

$175,239.36 
194,706.68 
225,907.29 
235,376.82 
213,294.09 
196,843.84 

173,847.98 
254,327.80 
252,014.59 
245,907.87 
248,209.06 
226,535.50 

$2,641,710.88 

$205,566.95 
225,852.70 
258,467.86 
269,707.64 
224,703.59 
286,287.15 

256,473.20 
220,393.35 
220,634.75 
218,983.13 
202,283.67 
209,447.46 

$2,801,457.48 
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Net profits for three years, ending July 1, 1869. . .$8,015,432.06 

Miscellaneous profits $146,213.44 

Balance on hand, July 1, 1866 17,828.94 

Total $8,179,474.44 

DISBURSEMENTS OF NET PROFITS, 

Of the above net earnings there has been disbursed for 

Construction of new lines. $1,238,870.11 

Purchase of telegraph property 294,621.53 

Eedemption of bonds 616,355.00 

Purchase of real estate 44,591.69 

Interest on bonds 940,248.98 

Sinking fund 520,000.00 

Dividends 4,044,595.34 

Miscellaneous 24,976.43 

Balance on hand, July 1, 1869, as follows : 

Due firom Eussian Extension Company $227,339,64 

Supplies on hand undistributed 172,097,69 

Cash 55,758,03 

$455,215,36 

Total $8,179,474.44 

EXAMINATION OF THE TREASURER'S ACCOUNTS. 

At a meeting of the Board of Directors, held June 6th, 1867, 
a committee was appointed, consisting of Messrs. E. S. Sanford, 
B. E. Mc Alpine and N. Green, to examine the stock books, 
Treasurer's accounts, and cancelled stock and bonds of the Com- 
pany, and report at the next stockholders' meeting. In view of 
the large amount of labor necessarily involved, Mr. P. H. Stow, 
an expert accountant, was employed to make the investigation, 
under the supervision and direction of the committee. After a 
thorough and exhaustive examination of the whole matter, Mr. 
Stow made an elaborate report, of which the following is the 
conclusion : 

" I have examined the stock and bond accounts of the West- 
ern Union Telegraph Company from the commencement of its 
operations to the 1st July, 1867, and do hereby certify that 
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they have been proven to be correct. I have also compared the 
receipts and disbursements in the Treasurer's office, and find all 
the entries correct. 

"I would remark that my examinations have been much 
facilitated by the promptness with which the Company's accounts 
are kept up, even in their most minor details. The whole system 
of book-keeping, not only in the home office but with the 
branch offices, is so complete and so perfectly systematized, that 
every department is a check upon each other against errors or 
peculation." 

In submitting this report to the stockholders the committee 
added the assurance of their confidence in its correctness. 

RE-ORaANIZING THE TARIFFS. 

The want of uniformity in the tariff of charges for the trans- 
mission of despatches in all sections of the country has always 
been seriously felt. This peculiarity was the result of the 
great number of separate organizations, having tariffe upon 
various bases, which required adding together at the termini of 
two or more lines, so that upon a despatch which was trans- 
mitted a few hundred miles two or three rates were sometimes 
charged. For instance, a few years since there were five tele- 
graph companies owning the lines connecting Portland, Maine, 
with Cleveland, Ohio, and the tariff between these two places 
was ascertained by the addition of the local rates from Portland 
to Boston, Boston to Springfield, Springfield to Albany, Albany 
to Buffalo, and from Buffalo to Cleveland. The same system 
prevailed throughout the United States until after the consoli- 
dation of the lines made it possible to transmit messages be- 
tween places thousands of miles apart without the necessity of 
booking or re-checking at intermediate points. This result 
necessitated a remodeling of the tariffs, and the work has been 
going on uninterruptedly ever since ; but when it is considered 
that a complete revision of the system required a separate tariff 
book to be made out for over three thousand offices, changing 
and equalizing the rates to more than three thousand other 
offices, the immense labor and responsibility incurred in the 
undertaking may be imagined. 

Various plans have been considered for simplifying and 
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equalizing the tariffs, but some practical difficulties developed 
in all of them. The existence of rival lines, built by specu- 
lators whose profit is in their construction, and which essay to 
do business at rates less than the cost of the service, neces- 
sitates the reduction of our rates upon certain routes dispropor- 
tionately, and prevents the adoption of a general rate strictly 
proportioned to distance. 

Considerable reductions in the rates for both private and 
press despatches have been made within the past year, amounting 
in some cases to fifty per cent., and while these abatements have 
taken place to the greatest extent in those sections of the 
country where there are rival lines, the tolls over some of these 
routes being less than the cost of service, yet they have not 
been confined to these points, the rates having been decreased at 
more than one thousand offices where there is no opposition. A 
new tariff of rates is now preparing and will shortly go into 
operation, based upon air line^ distances, irrespective of the 
routes over which the lines run. 

Two years of labor have been expended upon the new tarift'i 
which is based upon an entirely original plan. The country 
between Calais, Maine, and Omaha, Nebraska, including all the 
Southern States, is accurately mapped and divided into squares 
of fifty miles each, making a total of five hundred squares. By 
giving a rate from square to square, instead of from station to 
station, the labor of preparing the tariff book is greatly reduced. 
Each office is supplied with a tariff sheet showing the rate from 
the square in which it is situated to all other squarea In pre- 
paring this sheet but five hundred entries have to be made, or 
one for each square, instead of one for each office, as formerly. 
The tariff sheet made for one office will give the rate from any 
other in the same square, and therefore, to establish the tariff for 
a new office under this system, it is only necessary to designate 
the number of the square in which it is situated. 

The adoption of an air-line tariff will, of necessity, greatly 
lessen many existing rates. Offices fifty miles apart geo- 
graphically, but whose messages to each other must pass over 
a circuit of twice or thrice that distance, will have, so far as cost 
is concerned, all the advantages of a direct line. A large 
number of places will be thus benefited. 

The adoption of the new system will make an average reduc- 
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tion of the present rates of about fifteen per cent. I^liese 
reductions do not result from competition, but are made in 
spite of it. Were it not for competition we could reduce the 
rates still more. 

These reductions will give us strength in two important re- 
spects. They will weaken the existing opposition, and dis- 
courage their efforts towards extensions, and tend to satisfy the 
public and lessen the possibilities of Governmental interference. 
This Company can control the telegraph business of the country 
if it has the courage to reduce the rates to a point that will 
satisfy the public and make the existence of small competing 
lines impossible, and the patience to wait for an increase of 
dividends until the results of the policy have had time 
for development For the present year, and perhaps for the 
next, our property is worth more on the payment of a four per 
cent, dividend than if it were made six, provided that the rates 
are popular, and the surplus revenues are judiciously ex- 
pended in the construction of new lines and the reduction of 
the debt. 

TAXA.TI0N OF TELEaRAPH PROPERTY. 

A serious obstacle to the reduction of rates is the extent and 
variety of taxation to which our property and business are sub- 
jected. These imposts embrace those of a national, state, county 
and municipal character. They include assessments upon our 
capital stock, gross receipts and dividends ; the value of our 
property, real and personal ; the number of miles of wire in 
operation ; and in the form of licenses a special tax is imposed for 
the privilege of opening offices and conducting the business. 
These exactions amount, in the aggregate, to nearly three hun- 
dred thousand dollars per annum, and. consume the profits on 
over eight hundred thousand dollars of our gross receipts. We are 
compelled to transmit annually about one and one half millions 
of despatches to earn a profit sufiicient to meet these demands. 
K they were removed we could afford materially to reduce our 
rates for the transmission of messages, and still earn the same 
profits. 

The national .tax of three per cent, upon the gross receipts for 
the telegraphic correspondence of the country is both unwise 
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and unjust. It is unwise, because it places an onerous burden 
upon an enterprise of national importance, which is striving to 
meet public expectation by a low rate of service. It is unjust, 
in that it assesses one class of correspondence to pay the ex- 
penses of another. This Company is compelled to pay annually 
more than two hundred thousand dollars into the national trea- 
sury, while the Government draws therefrom over six millions 
of dollars per year to meet the deficiency in the post-office 
department. Now, if it is proper for the Government to tax the 
people to pay for the correspondence by mail, it is certainly 
reasonable that it should at least remove the tax imposed upon 
the correspondence by telegraph. 

In the paper submitted to Congress last winter, on the pro- 
posed union of the telegraph and postal systems, we offered, 
provided the Government would abolish the tax on our gross 
receipts, to lower our rates until the reduction upon the gross 
amount of business done should be twice as much per annum as 
the tax remitted. 

RELATIONS WITH THE PRESS. 

The relations existing between this Company and the press of 
the United States are of the most intimate and satisfactory char- 
acter. 

In no other country in the world do the newspapers employ 
the telegraph so generally as in this, and nowhere else is the 
service so well and cheaply performed. The newspapers of this 
country are associated together on the cooperative principle, for 
the purpose of collecting and distributing telegraphic news. A 
general association, having its headquarters in New York, 
gathers news from every part of the world ; and local associa- 
tions in various sections of the country arrange for the com- 
pilation and distribution of telegraphic reports among their own 
members, furnish their quota of intelligence to the general asso- 
ciation, and receive in return such news as the papers comprising 
theiQ require. 

The greater portion of the press despatches are transmitted 
during the night, when the wires are not required for private or 
commercial correspondence, and we are thus enabled to establish 
a very low tariff upon this class of business. 
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The aggregate amount of news delivered to the newspapers 
of the United States by our lines during the past year was 
369,503,630 words, for which we received $883,509, being at 
the rate of two and three tenths mills per word. 

This immense amount of matter was not transmitted to each 
paper separately, but, through a combination of wires only pos- 
sible to a vast system such as ours, it was sent to a large num- 
ber of places simultaneously with only one transmission. 

Direct wires convey news reports between New York and 
Chicago, Cincinnati, St. Louis, Washington, New Orleans, 
Plaister Cove and other important points. 

Every press association in the United States receives its news 
by our lines — a conclusive proof that our performance of this ser- 
vice is satisfectory. 

It is a fact worthy of remark that the amount of news which 
this Company delivered to the press of the United States during 
the year 1868, for an aggregate sum of $883,509, in currency, 
largely exceeded the entire telegraphic correspondence of con- 
tinental Europe, for which there was paid $7,837,238 in gold. 

THE VALUE OP THE COMPANY'S PROPERTT. 

There are various methods of estimating the value of the 
Company's property, some of which we will briefly consider, 
commencing with the cost of the lines, equipments and real 
estate. 

The cost of building a telegraph line depends, like that of 
any other structure, upon the value of the materials and labor 
employed in its construction. It has been the policy of this 
Company to use the best material and the most skilful labor in 
building the lines, and they are without doubt equal in their 
construction and equipment to any other telegraph system in 
the world. 

The cost of our lines has varied, according to the location and 
circumstances under which they were built, from one hundred 
and fifty dollars to one thousand dollars per mile — ^the lines on 
all the important routes having from three to ten wires each. 
Estimating them to average four hundred dollars per mile of 
poles and wires, the value of the property would be as follows : 
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52,099 miles of line $20,839,60tf 

103 " submarine cable 618,000 

Office furniture and fixtures 169,000 

Macbinery, tools and stationery 600,000 

Productive stock in otber telegrapb companies 53,261 

Eeal estate 132,758 

Total $22,412,619 

Tbe above sum is equal to $56.00 per sbare for tbe stock, 
without taking into the account the value of the franchises and 
patents belonging to the Company, which are certainly worth a 
sum equal to the bonded debt. 

Another basis for ascertaining the value of the property may 
be found by the addition of the market values of the various 
properties which have been consolidated with and merged into 
this Company. 

After the stock of the Western Union Company had been 
increased to $22,000,000 it sold at par and above for nearly a 
year. Subsequently, in March, 1866, the United States Lines 
were absorbed, representing a capital, issued and contracted for, 
of $11,000,000, the subscription price of which was $66.66 per 
share, equal to $7,333,333. On the 1st of July, 1866, the 
lines of the American Telegraph Company were absorbed by 
the Western Union Company. The capital of the American 
Company was $4,000,000, and its stock sold a short time before 
the consolidation at $125 per share, equal to $5,000,000. 
Adding to the above, say $666,667, to represent the value of 
interests acquired in various small companies — in all cases worth 
the cost, and in some much more — we have an aggregate of 
$85,000,000 to represent that which now constitutes the pro- 
perty of the Company. Certainly it will be admitted that, with 
the lines consolidated and the business harmonized and sys- 
tematized, the property of the Company is worth quite as much 
as when controlled and operated by separate and independent 
organizations. But, in addition to the improvement by con- 
solidation and systematization, there have been expended in in- 
creasing and improving the lines and property more than 
$2,000,000 appropriated from ' current earnings. Leaving this 
out of the account, however, and assuming that the expenditure 
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of this sum covered only tlie previous depreciation of the pro- 
perty, and deducting from the aggregate of $35,000,000, the 
bonded debt of the Company, there remains to represent the 
value of the stock over $30,000,000^ which would give 
$75.00 as the value per share. Now one of these two proposi- 
tions must be true — either the public were greatly mistaken in 
their former estimate of the value of telegraph property in the 
United States, or else they are equally so now. 

At $40.00 per share, which is about the present market 
price of the stock, our property would cost but $16,224,440, 
and after the payment of the bonded debt less than $21,000,000. 
Upon the latter amount we are earning over thirteen per cent.; 
and while we are paying ten per cent, upon the stock at $40.00 
per share, we are reducing the debt and increasing the property. 

The net earnings of the Company for the past three years 
have been $8,161,645.50, or at the rate of $2,720,548.50 per 
annum, which is over six and one half per cent, upon the capital. 
Estimating a p]X)perty which earns ten per cent, per annum at 
par, our property is worth $26,000,000, or $65.00 per share for 
the stock. 

Another mode of estimating the value of the property is by 
comparison with the extent and value of the lines belonging to 
the original organization. 

This Company was organized in the year 1851, with a capi- 
tal of $360,000, and constructed a line of telegraph from Buffalo, 
N. Y., to Louisville, Ky., a distance of about six hundred miles. 
The cost of the lines on a gold basis was thus $600.00 per mile. 
The present extent of our lines, if estimated by the cost of the 
original line, would amount to $31,259,400, or $78.00 per share 
for the stock. 

If our property were estimated on the basis of the price paid 
per mile for the construction of the Atlantic and Pacific tele- 
graph lines, it would amount to $86,796,934, or $216.00 per 
share for the stock. 

The capital of the Franklin Telegraph Company represents 
$1,750,000, and the length of their lines is 686 miles, mak- 
ing the cost per mile in stock $2,551.00. Upon this basis 
our property is worth $132,904,549, and the stock $332.00 
per share. 

The Bankers and Brokers' Telegraph Company extends from 
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New York to Washington, 226 miles, and their capital is 
$1,050,000, making the cost of their lines per mile in stock 
$4,641.00. Upon this basis our property is worth $231,791,459, 
and the stock $579.00 per share. 

These comparisons between the proportion which our lines 
bear to the capital stock, and that which is borne by competing 
companies, are not made for the purpose of creating dissatisfac- 
tion among the holders of stocks of rival organizations ; but, 
inasmuch as it is a favorite device of their canvassers to dilate 
upon the large volume of our stock, as compared with theirs, 
we are justly entitled to whatever advantage results from show- 
ing the great disparity in values based upon actual property be- 
tween these stocks and our own. If a comparison could be 
made based upon business and profits the difference would be 
vastly greater. 

There are still other modes of estimating the value of our 
property, one of which is by the cost of similar property in 
other countries. The average cost of the telegraph lines per 
mile in England, as sworn to before the committee of the 
House of Commons in July, 1868, was $718.75 in gold. Upon 
this basis our lines are worth $37,446,156, which, after the pay- 
ment of the bonded debt, would leave $83.00 per share in gold 
for the stock. 

If the value of our lines is based upon the average cost of 
all the telegraph lines in Europe, of which any statistics have 
been obtained, it will amount to $31,002,177, which will give 
us $77.00 per share for the stock. 

Another mode of arriving at the value of the property is 
by comparing the amount to be paid by the British Govern- 
ment, for the lines in the United Kingdom, with the sum that 
our lines would bring under a similar arrangement. 

The price which the British Government have agreed to pay 
for the telegraph lines in Great Britain and Ireland is a sum 
equal to twenty times the net profits derived by or secured to the 
companies from the transmission of messages during the past 
year. Under this arrangement, on the basis of last year's net 
earnings, our property would bring $56,236,287. This sum 
would pay the debt of the Company and leave $130.00 per 
share for the stock. 

These suggestions concerning the value of the stock are not 



32 

made for the purpose of encouraging speculation, but to satisfy 
those who desire to hold it as a permanent investment that, in 
addition to dividends at a higher rate upon the average market 
value than are paid by corporations generally, they will un- 
doubtedly realize a large advance when the policy of the present 
management has had time to develop the results which are con- 
fidently believed to be inevitable. 

The prospective value of the property of this Company, in 
view of the rapid development of the system through the 
construction and purchase of new lines, can scarcely be over- 
estimated. Eeferring to the brief history of the telegraph in 
this country, the first line of which was constructed but 
twenty-five years ago, and considering what has been ac- 
complished during this short period of time, who can esti- 
mate the value of its future extension, when its network 
shall spread through every village and hamlet, bringing 
all parts of our country into the closest and most inti- 
mate relations of friendship and interest. In estimating the 
growth of the telegraph in the future, however, we must not 
neglect to observe the additional rate of progress which each 
year develops. Thus, in 1859, when the telegraph had been in 
operation fifteen years, there were only 1,400 stations in the 
United States, while at the present time there are nearly 5,000, 
being an increase of over three hundred per cent, in ten 
years. The number of oflSces belonging to this Company in 
December, 1867, was 3,106, while the number of its stations 
for the corresponding month of last year was 3,469, being an 
accession of 363 offices in a single year, or more than the 
total number belonging to all the competing lines. Of 
the increase of over 18,000 miles of wire by construction, 
from July, 1866, to July, 1869, more than 6,000 miles 
were built during the past year. If this rate of exten- 
sion should continue for the next ten years our Company 
would then possess 164,584 miles of wire and over 7,000 
offices; and this enormous accession to the property of the 
Company could be created out of its net receipts, besides 
paying the bonded debt, and without diminishing the divi- 
dends. 
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EXTENT OF RIVAL ORGANIZATIONS. 

In estimating the future value of our property we should 
take into consideration the extent and importance of the various 
rival organizations which are competing with us, and the pm- 
bable effect of future extensions of their lines upon our receipts 
and profits. The following statistics will show the comparative 
extent of the lines, wire and oflSces belonging to the Western 
Union Company, and those working in exclusive connection 
therewith, and of those of all the rival organizations : 



Number of miles of line belonging to W. U. system, 66.263 

ii u ^yipg « u u a 121.595 

" " stations '' *' " " 4.692 

Number of miles of line belonging to Rival Companies, 6.773 

" " " wire " " " '' 9.100 

" " stations '' " " '' 837 



Thus it will be seen that, of the total number of miles of line 
in the United States and the British Provinces, the proportion 
belonging to all rival organizations is about ten per cent, and of 
wire and stations about seven per cent. 

The increase of the lines of the Westeim Union Company hy 
construction alone, during the past three years, exceeds hy 1,195 miles 
the total amount of lines belonging to all the rival organizations in 
the United States and Canada ; while the amount of wire erected by 
this Company during the same time is 9,000 miles more than that 
owned by all the rival companies combined. 

Theeffect of these rival lines upon the business of this Com- 
pany has not been seriously felt. While their operation has oc- 
casioned reductions in rates between many places, in some cases 
below a just and remunerative scale, still the number of their 
offices is so small in comparison to those belonging to this Com- 
pany that the loss of all the business which they obtain is barely 
appreciable in our receipts. At some points where they have 
established themselves our earnings are greater than they were 
before the rival offices were opened. This increase is to be ac- 

3 
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counted for by the extension of our lines and the opening of new 
offices, and would unquestionably be larger were it not for the 
operation of competing lines. The fact is interesting and instruct- 
ive, however, that most, if not all of the existing rival lines, 
although they compete with this Company at the chief com- 
mercial centres, where success could be obtained if it were 
possible anywhere, nevertheless operate at a loss, while the 
superior facilities of this Company enable it do business at a 
profit. The greater reliability and more universal connections of 
our lines secure to them a vast majority of the business, even at 
competing points, while a considerable portion of the messages 
originating at various stations upon rival lines are necessarily 
given to us for transmission to such places as they do not reach. 
The best evidence of the comparative insignificance of these 
lines upon our business, however, is found in the large increase 
in the number of messages annually transmitted by this Com- 
pany, which, during the year ending December 31, 1868, 
^exceeded that of the previous year by 1.618.584. 

PRESENT CONDITION OF RIVAL LINES. 

The present condition of all the competing lines is precarious. 
The Franklin Company was made by a consolidation of the 
"Insulated" Company, having four wires between Boston and 
Washington, with the old " Franklin " Company, having two 
wires between Boston and New York. The capital of the former 
was $1,250,000 and of the latter $500,000, being at the rate of 
$2,551.00 per mile of line. The new organization has been in 
operation about two years, during which time the receipts have 
fallen so far below the expenses that the Company has con- 
tracted a debt, including that of the " Insulated," which was 
assumed by the new Company, of about $150,000, and its lines 
have deteriorated to such an extent that a large sum would have 
to be expended to put them in a proper condition for business. 

The " Atlantic and Pacific " Company owns a line extending 
from New York to Chicago, via Albany, Buffido, Cleveland and 
Sandusky, averaging about two wires, which was built under a 
contract to take stock iii payment, at the rate of $1,666 66 per 
mile. It is erected along the highway, where no rights of way 
have to be paid for, and the cost of the line probably does not 
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exceed $200 per mile, so that the contractors who re- 
ceive their pay in stock at the rate of $1,666 66 per mile can 
make money by selling it at fifteen cents on the dollar ; but 
they frequently get several times this amount, the price depend- 
ing mainly upon the credulity of the customer. In some 
instances parties who have subscribed to this stock have refused 
to pay their assessments, on the ground that the subscriptions 
were obtained by fraudulent representations, and the truth of 
the charge has been virtually acknowledged by the withdrawal 
of the suits which were begun to compel payment. 

The origin of nearly all the competing lines is the same. 
They are the offspring of a class of speculators whose 
only object is to make money by their construction, and 
who have no interest in their future operation. In 
order to give an air of respectability to their schemes they 
generally secure the names of some prominent men to act as 
directors, and extensively advertise them in their prospectuses. 
The time may come, however, when the deluded stockholders 
will attempt to recover the instalments which they have paid, 
from the honorable men who thus lend their names to varnish 
a sham for the pittance of a few shares of worthless stock. Great 
ingenuity is displayed by the promoters of these speculative 
telegraph schemes in deceiving the public and disposing of their 
stock. Agents are employed to go from town to town to solicit 
subscriptions. The first instalment is generally a small one, 
just enough to pay the canvassers their commissions. Land- 
lords are induced to take stock for hotel bills, and by every 
means the bubble is floated. Occasionally the farce is carried 
to the extent of declaring a dividend after the line has been 
in partial operation for a short time, and this ruse is extensively 
advertised for the purpose of selling more stock. 

When the true character of the Company becomes well known, 
and no more stock can be sold under the old name, a new on« 
is taken. Thus the "Atlantic and Pacific" is succeeded in 

* 

Canada by the "Dominion" Telegraph Company, and in 
Illinois and Wisconsin by the " Great Western," all of them 
being manipulated by the same parties. The "Franklin" 
Company gives place east and north of Boston to the 
"International" and the "Northern;" while the " Pacific and 
Atlantic," " Mississippi Valley," and the " National" T^l^^"?s^V 
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Companies alternately appeal to the credulity of the southern 
and western public. The latter Company, which claims to have 
organized three years ago under an Act of Congress, and has 
filled the country with runners begging for subscriptions to its 
stock, has never set a pole. 

The operation of these separate and irresponsible lines, durixig 
the brief period of their existence, retards the progress of legiti- 
mate telegraphy, and impairs the general unity of the system. 
Any assistance which is given to further such schemes has the 
direct effect of aiding a class of speculators to fleece a credulous 
public, by inducing them to invest their money in the construc- 
tion of lines which never have paid, and never can pay, the ex- 
penses of operating them, and which are of no benefit to any per- 
sons but those who originate them, and profit by their con- 
struction. 

So far as we are concerned, there is no cause to fear the 
effects of such competing lines. They have diminished our 
receipts at only a few points, and at those but very little, 
while at others they have increased in spite of them. Our 
gross earnings are steadily augmenting in consequence of the 
opening of additional offices upon new lines, which thus far have 
yielded more revenue than the opposition lines take away. Of 
course our expenses will show an addition slightly dispropor- 
tionate to the growth of the receipts, because as tariffs are 
reduced and new offices established, more labor is required to 
produce the same return. As long, however, as we open more 
stations and erect more miles of wire annually than the opposition 
companies, we shall be relatively stronger at the end of every year 
than at the beginning, while the opposition will be both posi- 
tively and comparatively weaker. 

The few half built competing telegraph lines in operation in 
various parts of the United States are not to be placed in the 
same category with the Western Union lines. A few poles 
with, a wire thereon do not constitute a telegraph. A ditch five 
feet by three might be dug parallel to the Erie Canal at but 
trifling cost, compared with the latter ; but would its stock, if 
both were owned by corporations, be worth as much in propor- 
tion to cost as that of the canal ? An established and profitable 
business, with facilities kept at all times equal to its growing 
demands, has a value far beyond the mere cost of the property 
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necessary to carry it on. Indeed, cost, although sometimes 
considered in ascertaining value, is rarely an essential element ; 
"What will it pay?" when correctly answered, being of 
more consequence than " What did it cost ?" 

" PAST" METHODS OF TELEGRAPHY. 

• 

It is a favorite device of the promoters of speculative tele- 
graph schemes to pretend to control some important improve- 
ment in the art of telegraphy, which will give their lines 
special an 1 peculiar advantages over all others. It is currently 
reported that a new telegraphic bubble is about to be floated, 
having for the inflating power a wonderfully rapid means of 
transmitting despatches by the automatic process. The patent 
for the automatic or ** fast " system is owned by the Western 
Union Company, and no cause, therefore, exists for apprehend- 
ing its use upon rival lines ; but inasmuch as we have given it a 
long, thorough and expensive trial, the result of which is that 
we have discarded it as totally impracticable, I deem it proper 
to give the subject a brief mention. 

For many years past efforts have been made to perfect a sys- 
tem of rapid telegraphing, which should be able to transmit 
several times as many despatches per hour over a telegraph 
wire as can be done by the Morse instrument. The theory upon 
which all the experimenters in this direction have proceeded is < 
that electricity has a definite velocity like light, and that all 
that is necessary to produce the most rapid writing at any dis- 
tance is an instrument to record the signals produced by an 
automatic process, similar in principal to Professor Morse's origi- 
nal type and port rule transmitter. 

In 1844 Mr. Bain, of Edinburgh, devised a plan of perforating 
the despatches for transmission through a strip of paper, in the 
characters of the Morse alphabet. The prepared paper was 
then passed between a metallic comb and roller, which were in 
connection with the line wire, the circuit being completed, when 
the teeth of the comb passed through the holes in the paper. 
At the receiving station he used chemically prepared paper, 
upon which the messages were recorded in colored dots and 
lines. The apparatus, although very attractive in theory, has 
never been of any practical value, as the time occupied in pre- 
paring the messages for transmission is m^arv^} t\YCi.^^ ^^"^^X.^-t •^^ic'jv 
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that required for sending by the Morse system, and an equal, if 
not greater length of time is consumed in copying them, while 
the Morse operator, who reads by sound, copies his messages as 
fast as they are sent. Subsequently, Mr. Humaston and others 
invented instruments for more rapidly perforating the paper, 
which it was thought by some would bring the "fast sytem" 
into general use, but these anticipations have never been realized. 
Mr. Humaston's apparatus, although very ingenious in design, 
is of so complicated a character as easily to get out of 
order, while its capacity for producing the Morse characters, 
when worked by an expert operator, is only about one third as 
great as that of the ordinary hand key. Added to these diffi- 
culties are the still more serious ones that messages cannot be 
sent by this system at a faster rate of speed than by the ordi- 
nary Morse apparatus, except over comparatively short dis- 
tances ; that it cannot be used upon a wire strung upon poles with 
other wires ; nor will it work during a magnetic storm, except by 
the employment of a double line. Taking all of its merits 
and demerits into account, it is so greatly inferior to the Morse, 
and other systems in use, that it cannot be profitably employed 
either in connection or in competition with them. When the 
fast method was invented the relative proportion of telegraphic 
facilities to the requirements of the public was very small, but* 
during the score of years which have intervened the rate of 
increase of the lines has exceeded that of the business, so that 
at the present time there are not only enough wires to transmit all 
that is offered, but they are equal to the performance of a much 
larger service, provided the messages could submit to a delay as ■ 
great as that required to prepare them for transmission by the 
punching process. Therefore, the introduction of the complica- 
ted automatic system, even if it were practicable, is unnecessary. 

The bulk of the business is received at our offices for trans- 
mission between the hours of eleven A. M. and two P. M., and 
all must receive immediate dispatch — ^both law and custom re- 
quiring that every message shall be forwarded in the order of 
its receipt. This peculiarity of the service necessitates the 
erection of many more wires than would be necessary if the 
work could be spread over the whole day. In Belgium speed 
rates are established to compensate for the loss by the reduced 
tariff, and a telegram requiring immediate transit is charged 
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three times the ordinary rate. This innovation is embodied 
in the so-called postal telegraph system sought to be introduced 
in this country. Were this plan inaugurated here, business 
men, to whom time is money, would be obliged to pay an extra 
price to secure that promptness and certainty of transmission 
without which the telegraph is of little value for all important 
transactions. 

The value of the telegraph does not consist in the amount of 
time which can be saved by it over the mail or other means of 
communication, but in its practical annihilation of time. A 
telegraphic despatch, for example, might occupy two days in 
going from New York to London, and yet reach there eight 
days in advance of the mail, but this would not be a proper 
performance of the functions of the telegraph. Instant and con- 
stant communication is what is required, and hence the intro- 
duction of any apparatus which interposes an unnecessary delay 
in the preparation of despatches, either for transmission or de- 
livery, is a change for the worse. This is a disadvantage which 
the so-called "fast systems" labor under, and which will for- 
ever preclude their use. 

The automatic system, however, is especially unfitted for the 
transmission of press reports, as this process enables but one 
station to receive at the same time, while the Morse wires can be 
connected throughout the country, and the news sent to every 
oflSce with a single manipulation. The preparation for trans- 
mission of so great an amount of matter by the punching 
process as we daily transmit for the press, would entail an expense 
for labor and machinery far greater than the entire receipts of 
this Company for regular press reports. 

The double transmitter — an apparatus for working both ways 
over one wire at the same time — ^has also long occupied a promi- 
nent place among speculative telegraphers, and has recently been 
extensively advertised by the promoters of various competing 
lines. During the past twenty years there have been several in- 
ventions for accomplishing this result, the first being that of 
Dr. Gintl, of Germany ; but while it is possible, under certain 
exceptional circumstances, to transmit messages both ways at 
the same time, over one wire, the conditions under which 
this result is obtained are such as to render the general use of 
the system impossible. If there were, however, any practical 



value in this apparatus, its use — like that of the Morse tele- 
graph — is freely open to all. 



GOVERNMENTAL INTEEPEEENCE IN TELBGRAPHING. 

The possibility of Governtnental interference in the business 
of telegraphing has a direct and important bearing upon the 
value of our property. For several years past strenuous efforts 
have been made by various interested parties to secure this 
object, but thus far without success. 

Among the reasons given why Government should assume 
the control of this enterprise were these : that " the telegraphic 
system has made less progress toward perfection, and has been 
practically of less value to the masses of the people in our 
country than in any other civilized country on the globe, and 
that our average rates are several times higher than the foreign." 
In repjy to these erroneous assertions this Company published a 
statement on the proposed union of the telegraph and postal 
systems, containing among other matters the following tables, 
showing the statistics of the telegraph in Europe and America 
for 1866, the latest year of which there are full returns : 



Statistics of the Telegraph in Europe and America for the year 
1866, Jrrnn Official Reports. 
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Since the above table was prepared the number of offices 
in the United States has increased to 4,599, making the propor- 
tioQ ofoSces to population at the present time 1 to 6,772. 
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AVERAGE COST OF TELEGRAMS IN EUROPE AND AMERICA. 



Official Statistics of the Telegraphs in Europe for the year 1866. 



Name of Goimtry or 
Ck>mpftii7. 


Total Number of 
Menatrea trans- 
mitted, iDClodtOK 
inland, interna- 
tional and tranidt. 


Beceipts. 
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Dollara 554,475 X 1.04^- 

£ aterUng 60,308 X 4-86 = 

£ aterUng 52,142 X 4.86 = 

£ aterUng 31.200 X 4.86 = 


$789,476.16 
182 611.28 
132,383.26 
335,883.50 

1,464.442.10 

2.491,756.02 
782,859.09 
374,573.15 
918,565.00 

1,451,310.72 
130,049.49 
576.654.00 

293,388.48 

253.410.12 

151,632.00 


$1,168,424.71 

270,264.69 

195,927.2i 

497,107.68 

2,167,574.30 

3.687,798.90 
1,158,631.45 
554,368.26 
1,359,476.20 
2.147.939.86 


IBelfrlnmt 


Bavaria. 

Denmark. 


France 

Great Britain and 

Ireland 

Italy 

Norway 


Pniaaia 

Roaaia 


Switzerland 

Spain 


192.473.24 
853,447.92 

434,214.95 

375,046.97 

224,415.30 


Submarine Tele- 
graph Co 

Malta and Alex- 
andria T. Co 

Mediterranean F.t- 
tenaion TeL Co. . 




18,683,727 


$10,328,994.37: $15,286 ,911.61 



Average coat of telegrama in Europe t 81 X oenta. 



Statistics of the Western Union Telegraph Company of the United 
States, and of the Montreal Telegraph Company, Dominion of 
Canada, for the year ending June 80, 1867. 



Name of Company. 


Total Number of 
Meaaagea. 


ReceiptB. 


r 

United States 
Currency. 


Western Ujiion Telegraph 
Company 


10.067,768t 
573,219 




$5,738,627.96 


Montreal Telegraph Com- 
pany 


$258,000 gold — 


381,840.00 


tr^*"J •••••••••••••••••• 





Average cost of telegrams in the United States 57 cents. 

Average cost of telegrams in thb Dominion of Canada 66 cents. 



* The Commereial and Financial Chronicle givea the loweat inice of gold in 1866 as 
124%, and the higheat 167^. making the average 148. which we have adopted as the standard 
value for that year. 

t The European meaaage is reckoned at 20 worda. including date, address and signature ; 
the American meaaage at 10 worda, excluaive of date, addreas and signature. If these are 
added, the average length of the American meaaage ia more than 21 worda. 

t Theae are excluaive of railroad meaaagea, of which thia Company aends many milliona 
per annum. In fact, the safety of aU the roads in the United States is largely due to the free 
use of our wires in running trains. 
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Another illustration of the comparative cost of European and 
American telegrams was presented in the form of a table, show- 
ing the cost of a message sent from New York and from Lon- 
don to 61 principal places on the two continents, of similar dis- 
tances, the American distances being generally greater. In 
almost every instance the European rate is much higher, ex- 
ceeding the American by nearly 40 per cent. 

During the third session of the fortieth Congress, 1869, three 
bills were presented to the House of Eepresentatives for the 
construction and operation of telegraph lines. 

The first bill was introduced by Mr. Washburne, of Illinois^ 
for the construction by Government of a line of telegraph, with 
four wires, from Washington to New York, to be operated, as 
far as practicable, by the employees of the post-office ; the rate 
for the transmission of messages to be one cent for each word, 
exclusive of date, address and signature, in addition to three 
cents for postage and two cents for delivery. Press reports to 
be transmitted at a reduction not exeeding 50 per cent, on the 
established rates. By its concluding section the sum of $75,000 
is appropriated for the purpose of carrying out the provisions of ^ 
the Act. 

The second bill provides that Congress shall grant to Mr. G. 
G. Hubbard and his associates an act of incorporation, under 
the name of the United States Postal Telegraph Company, for 
the purpose of constructing, operating and maintaining lines of 
telegraph over all post-roads and routes within the United States 
and Territories. 

The bill also authorizes the Postmaster General to establish 
telgraphic offices in connection with the post-office in every city 
and village of 5,000 inhabitants and over, and at such other 
places on the lines of the wires as the business of the country 
may from time to time demand. Messages to be prepaid by 
stamps, and received at every post-office and street letter box. 
Priority in the transmission of messages be obtained by the pay- 
ment of an extra charge. 

The Postmaster General is to furnish at each postal telegraph 
office suitable and convenient room for the office, employes, in- 
struments and machinery of the Company ; to provide a proper 
supply of stamps and stamped paper to be kept for sale ; to 
publish and distribute, from every office where messages are re- 
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ceived, a full statement of the postal telegraph rates, for the in- 
formation of the public ; all needed blank books, stationery and 
printed Iplanks ; to examine and test the lines from time to time ; 
to make monthly returns and payments to the Company for 
business done ; and to reduce the rates from time to time, provided 
such reduction does not diminish the profits of the Company behw 
ten per cent, a year. 

The third bill authorizes James F. Hall and associates, under 
the direction and supervision of the Postmaster General, to con- 
struct, with metallic poles and air cables, lines of telegraph be- 
tween Boston, New York, Philadelphia, Baltimore and Wash- 
ington, upon any line of travel, by post route or otherwise, and 
be protected in the use thereof. The rate of transmitting mes- 
sages is limited to one cent per word, counting date, address and 
signature, but each message must have a three cent stamp affixed. 

The bill provides for the importation^ free of duty ^ of such ma- 
terials as may properly be used in the construction of the lines, 
including poles, wires, cables and instruments ; and that the Go- 
vernment shall purchase the lines, after three years of successful 
operation, paying therefor their actual cost, with interest. 

It also provides that, if it should happen, by reason of excessive 
competition of other lines, tlie rates of transmission should be reduced 
below the rates charged in Vie Act, then the Post-office Department, 
out of Hie receipts from the stamps on messages, shall make up the 
net earnings of the line to ten per cent, on its cost. 

The above mentioned bills were referred to the Committee on 
Post-offices and Post- roads of the House of Representatives, who, 
after a thorough and exhaustive examination of the subject, 
made a report containing the following conclusion :* 

" That they have carefully examined and considered the pro- 
positions contained in all the bills and papers thus submitted to 
them, and have given much time to the hearing of parties in- 
terested for and against said measures respectively ; and, after 
very thorough consideration of, and ample reflection upon the 
whole subject, they are of the opinion that neither of said bills 
ought to receive the approbation of Congress." 

* Copies of this valuable report, and also of the statement of the Western 
Union Company on the proposed union of the Telegraph and Postal Systems, can 
be obtained on application at the (General Office of the Company, 145 Broadway, 
Nevr Tork. 
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TMs full and explicit disapproval of all the postal telegraph 
schemes, by the unanimous report of the Committee which had 
the subject under examination for several months I deem con- 
clusive proof that our property is safe from governmental compe- 
tition in any form. I have no doubt that many speculative 
schemes, similar to those embodied in the above bills, will be 
brought before Congress hereafter ; but I have entire confidence 
that the same regard for vested rights and private property, 
which has hitherto left to the people the management of all 
purely private enterprises, will continue to govern the action 
of Congress in this regard. 

While I believe that the telegraph can be more satisfactorily 
and economically conducted under private than public control, 
and that its assumption by our Government would be a mistake, 
still what I have so strenuously opposed is not the purchase of 
existing lines, for the purpose of establishing a national system, 
as has been done by England and other European countries, but 
the unjust proposition for the Government to build rival lines and 
engage in the telegraph business as a competitor. Upon these 
points I coincide with the views expressed by the Coinmittee on 
Post-offices and Post-roads, that " two systems of telegraphs^ one 
public and one private^ cannot operate side hy side with success to 
either or with benefit to the public. The functions of the Govern- 
ment are necessarily exclusive^ and whenever it formally undertakes 
any service as proper to be exercised by it, private parties must be 
excluded from the performance of the same service,^^ 

The chief argument relied upon by the advocates of the postal 
telegraph system to prove the beneficial results of governmental 
control is, that it would greatly cheapen the rates ; and in con- 
firmation of this assertion they cite the experience of Belgium, 
France and Switzerland, which have established a low tariff for 
transmitting telegrams within their own territories, but a higher 
one for those passing into neighboring States. These countries 
are among the most densely populated in Europe, averaging 
nearly 250 persons to the square mile, while in the United States 
the average is but 10. They jointly occupy less territory than 
Texas, while their population is greater than that of the entire 
continent of North America. A comparison of our telegraphic 
rates with those of either of the above named countries is there- 
fore unfeir. The average cost of a message in France or Bel- 
^/am 13 less than in America, but it ia not less than in New 
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England or New York. The proper mode of arriving at the 
relative expense of the service in any two countries is by com- 
paring the rates charged with the distance over which the 
correspondence is carried. The greatest distance that telegrams 
can be sent in Belgium is 175 miles, while in America they 
may be transmitted over 5,000 miles. Would it not be absurd, 
therefore, to demand that our rates should be the same as those 
of Belgum? It would be much more just to compare the 
tariffs in this country with those of the whole of Europe, as the 
average distances traversed by American messages are greater 
than the European. The telegraphs in continental Europe are 
owned and operated" by the Governments, not for the purpose 
of revenue, but as an element of power ; and in no country at 
the present time is the telegraph under Goverrlment control self- 
sustaining. If, therefore, the rates were shown to be less, instead 
of more, than they are here, the fact would prove nothing against 
the American telegraphs, as the owners of our lines are certainly 
entitled to a fair return for the capital invested in them. Our 
system, however, instead of receiving aid from the Government, 
is burdened by taxation upon the property and gross receipts, 
and with customs duties upon the materials employed in 
building tod working the lines, to such an extent as to absorb 
the annual profits on over a million dollars of our gross 
earnings. 

An important item of expense is the large amount of 
free business which we are obliged to perform for rail- 
road companies, in order to secure rights of way over those 
routes, and which, if paid for at regular rates, would exceed a 
million dollars a year. From all of these burdens, amounting 
in the aggregate to at least a million and a half dollars per 
annum, the telegraphs under Government control are exempt. 
Another great advantage possessed by the European systems is 
in the difference in the cost of the service. Sixty per cent, of our 
operating expenses is paid for labor, which, as is well known, is 
less than half as much in Europe as here. If we could be 
placed upon an equality with the European telegraphs in regard 
to all the facilities required for conducting the business, we 
should be able to reduce our rates to an average decidedly below 
the European charges. 
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THE POLICY OP TRE COMPANY. 

The policy which the Company has pursued during the past 
three years has been to pay only moderate dividends, and to 
devote the remainder of the net earnings to the reduction of 
the debt and the improvement and extension of the lines. It 
has not sought the appreciation of the market value of the 
stock by the payment of large dividends, believing that the true 
interests of the stockholders require that a considerable portion 
of the current revenue should be expended in increasing the 
facilities for doing business, in order to be able to cope satis- 
factorily with the constantly increasing traffic. The pro- 
perty has not been managed as a leased estate, from which the 
largest amount of revenue was to be obtained in the shortest 
possible time, but as a valuable permanent investment, to be im- 
proved and enlarged with a just regard to its future value as 
well as its present income. For the same reason the tariffs have 
not been made with the view to obtain the greatest immedi- 
ate returns, but the aim of the Company has been to give the 
use of the wires to the public on the lowest terms consistent 
with a proper self-support, and the just return which capital and 
skill are entitled to receive. 

We have sought, by the enlargement of our facilities, the em- 
ployment of the best skilled labor, and a constant but gradual 
reduction of tolls, to transmit telegraphic correspondence better 
and cheaper than it can be done by any other organization, 
and thus, through these inducements, to secure and permanently 
control the greater portion of the telegraphic business of the 
country. 

THE POLICY OF THE FUTURE. 

As the telegraph is already essential to the proper conduct of 
the varied business which constitutes inter-state commerce, it fol- 
lows necessarily that its extension into new territory, and the in- 
crease of facilities in that now occupied, must keep pace with the 
growing demands of this rapidly increasing traffic. Not only 
must the telegraph keep pace with the railroads, but hereafter, 
as heretofore, frequently precede them. The lines of this Com- 
pany now occupy every important railroad route in the country, 
and upon most of them arrangements exist whereby small 
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offices are maintained and the lines kept in repair at the joint 
expense of the railroad and telegraph companies. By this 
means many communities enjoy the benefit of telegraphic facili- 
ties whose business alone would not defray the cost of operating 
an office. It is an established rule of this Company to open an 
office at any place through which our lines pass where the re- 
ceipts will equal the expenses. If such a result appears doubt- 
ful, the guaranty of a few responsible citizens against loss is ac- 
cepted. The immediate benefit to the Company in such cases 
is of course inconsiderable, yet they are rare in which some 
profit is not realized. The business sent to such offices, 
however small the amount, is gain, and the use of the telegraph 
begets necessities for its further employment, so that an office 
which is barely self-sustaining the first year is pretty certain to 
yield a profit the second. If it is good policy to open offices 
wherever they can be made self-sustaining, it would be mani- 
festly unwise to stop the- extension of our lines at their present 
termini, and leave the avenues opening by railroads to new and 
profitable business beyond to be occupied by our competitors. 
With but few exceptions, wherever a railroad can be profitably 
operated, the telegraph is a necessity, and will return a liberal 
interest on the capital required to provide it. 

The extension of railroads in the United States during the 
past three years has been at the rate of more than two thousand 
miles per annum. This rate will undoubtedly be increased for 
many years to come. It is for the stockholders to decide 
whether our lines shall occupy these routes on mutually 
favorable terms, or whether, by declining to do so, they will 
invite the formation of rival companies, or the extension of 
those now in operation, so as to reach and cover the new 
routes which are and are to be established. But the opening 
of new territory is not the only field which will invite tele- 
graphic extension and development in the immediate future. 
The growth of business between the principal cities east of the 
Mississippi already requires an increase of facilities ; and, with 
the added stimulus of lower rates and a prompter service, this 
requirement will compel the erection of still more wires on exist- 
ing routes. The capital invested in one thousand miles of wire, 
required by the increase of business on existing lines, will gene- 
rally be returned much sooner than that used for the erection 
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of a like extent of new line. To keep an additional wire in 
order involves no special increase of cost, as a repair-man can 
traverse his route with about the same rapidity whether the 
line bears one wire or ten, and a single operator at intermediate 
stations can often test and operate two or three wires as well 
as one. 

The construction of new lines must necessarily go on so 
long as the Company aims to control the telegraph business of 
the country ; for if we fail to supply telegraphic facilities as 
they are demanded they will be furnished by others, and this 
might result in the creation of a system ultimately rivalling our 
own. Our true policy, therefore, is to extend our lines as 
rapidly as they are required ; and, whUe we may regret that a 
larger share of the profits cannot be divided now, we shall 
soon perceive the wisdom of the course we are pursuing in the 
greatly increased value of the property by such extensions. 

The time is not distant when we shall receive liberal re- 
turns from the large additions now being made to our property 
and £acilities. Our present monthly receipts at offices opened 
upon lines constructed last year are more than $10,0P0 ; while 
the aggregate receipts from those built within the past three 
years, as well as from the new connections established with the 
Atlantic and Cuba cables, are now at the rate of nearly half a 
million dollars per annum. It is from these sources that we ex- 
pect to make good whatever loss of revenue we sustain by the 
reduction of rates and the competition of rival companies ; and 
it is believed that the net earnings of the lines which we 
are now building will, at no distant day, be equal to the annual 
outlay required for the new construction which will be made 
necessary by the extension of railroads and the general growth 
of the business of the country. 

In conclusion, I desire to testify to the cordial and hearty sup- 
port which the Executive Officers have received from the Gen- 
eral and District Superintendents, as well as from the Managers 
of important offices and their assistants, and the employes of the 

Company generally. 

WILLIAM OKTON, 

President. 
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I have the honor to submit the foUowiDg Eeport of 
the operations of the Company for the fiscal year ending 
June 30, 1873, and of the condition of its affairs on 
that day. The capital stock of the Company at the 
close of business on that day was $41,073,410, of which 
there was outstanding $33,778,175, and owned by the 
Company, $7,295,235. The debt of the Company on 
that day was $6,038,410, of which there was due Oct 1, 
1873, for American Telegraph Company bonds, $89,500; 
in NoVember, 1875, for Western Union currency bonds, 
$4,448,900 ; in 1902, for Western Union gold bonds, 
$1,500,000. 

The gross receipts of the Company for the year, from 
all sources, were $9,383,018.51 ; the gross expenses, 
$6,575,055.82; and the net earnings, $2,757,962.69. 

This amount has been applied as follows : 

CJonstruction and purchaae of new lines $1,242,206 97 

Interest on bonds SlTj'ZSd 00 

Beal estate 62,214 40 

Purchase of sundry stocks of Telegraph Companies in Western 

Union Company's system 41,6*76 69 

Paid for $60,000 Western Electric Manufacturing Company's stock 39,000 00 

Patents (on account of Steams Duplex) 19,268 00 

Miscellaneous 402 60 

Total $1,722,450 66 

The balance has been carried to the credit of income account.. . 1,035,612 13 

Total $2,767,962 69 
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"^On the Ist day of July, 1872, the Company operated 
62,032 miles of line, 187,190 miles of wire, and 5,237 
offices. At the close of the year ending June 30, 1873, 
it operated 65,757 miles of line, 154,471 miles of wire, 
and 5,740 offices. The increase during the year has 
been 3,725 miles of line, or 6 per cent. ; 17,281 miles of 
wire, or 12.5 per cent, and 503 offices, or 9.5 per cent 
For the construction, reconstruction and repair of lines 
there were used 141,498 poles, 261,715 cross-arms, 1,033,270 
insulators, and 1,100,265 pins and brackets. There were 
in the employ of the Company, on the 30th of June, 
1873, 9,190 persons. Of these, four were general super- 
intendents of divisions, 29 superintendents of districts, 
5,514 managers and operators, 1,830 messengers, 661 
clerks, 589 foremen of construction and repairmen, 116 
mechanics in factories, 84 battery-men, and 275 miscel- 
laneous. There were in use on the lines of the Com- 
pany at that date 6,350 sets of instruments for reading by 
sound, 1,878 recording instruments, 8,601 relay magnets, 
8,905 transmitting keys, 227 repeaters, 15 printing instru- 
ments, 94 sets of duplex instruments, 2,662 switch-boards, 
8,472 cut-oflfe, 3,029 lightning arresters, 21,777 cups of 
main battery, and 11,717 cups of local battery. The cost 
of new instruments and apparatus supplied during the 
year was $140,877.52, and of battery material and supplies, 
$146,798.68. 

The number of messages transmitted during the year 
ending June 30, 1872, was 12,444,499, and for the year 
ending June 30, 1873, 14,456,832 — ^being an increase of 
2,012,333, or 16.1 per cent This includes press reports 
reduced to messages on the basis of 30 words to each 
message. The average toll collected upon each message 
for the last year was 61 cents, the average cost of trans- 



missioD 42 cents, and the average profit per message 19 
cents. 

REPAIRS AND RECONSTRUCTION. 

During the past year, $706,789.58 were expended for 
repairs of line, and $632,753 for reconstruction, making a 
total expenditure for maintenance of line of $1,339,542.58 — 
an increase over the previous year of $409,537.41, or 44 
per cent The increase during the past year in the cost 
of maintenance of line is mainly for reconstruction, the 
cost of which was $354,213.28 in excess of the pre- 
vious year. This increase is principally confined to the 
Eastern and Western States, and much of it is of an ex- 
ceptional character, and I hope not likely to recur. 
Severe storms have prevailed, particulary in January and 
March, causing great injury to the lines and necessitating 
large outlays for repairs. Great expense has also been 
incurred in the removal of lines to accommodate rail- 
road extensions, additions of tracks and sidings, and the 
removal and erection of buildings, principally on the Penn- 
sylvania Central, New York Central, and Lake Shore rail- 
roads, and to a considerable extent on many other rail- 
roads in the Eastern and Western States. The annual 
cost of maintenance of the plant for the past five years 
has been as follows : Cost of maintenance per mile of 
line— 1869, $14.50; 1870, $15.30; 1871, $15; 1872, 
$16.59 ; 1873, $20.37. Cost of maintenance per mile of 
wire— 1869, $7.23 ; 1870, $7.72 ; 1871, $7.23 ; 1872, $7.67 ; 
1878, $8.66. The cost of reconstruction was heavier than 
usual in the Eastern States, on account of the large num- 
ber of poles which required renewal during the past year. 

The maintenance of the plant in the best possible state 
of efficiency is a necessity which will be readily ap- 
preciated, as the capacity of the wires for the transmission 
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of messages, and consequently ^for earning money, depends 
npon their condition 'for work in all weather. While 
every eflFort has jbeen made to keep the cost of maintenance 
down to the lowest practicable limit, the average cost per 
mile has not materially [changed during the past five years, 
and it is not likely* that the annual expense will be ma- 
terially less per mile for the next few Jyears. 

Great pains have been |taken, during the past seven 
years, to secure a better and morej durable [kind of timber 
for the poles than was formerly used, and it is hoped that 
the cost of reconstruction will hereafter be somewhat de- 
creased. 

In Europe a [cheaper class of timber is employed for 
poles, which are treated with sulphate of copper or creosote 
to make them \more -enduring, but investigation shows that 
the duration of the treated poles in Europe id no greater 
than that of our best natural timber. The lines which 
we are now reconstructing were built before the consoli- 
dation, and are inferior to those which* we are now build- 
ing, and when reconstructed they are better than when 
originally built 

It has been the policy of the Company, under its pres- 
ent management, in the direction of repairs and reconstruc- 
tion, not merely to effect such repairs as would enable 
the lines to be worked, but to put them in better condi- 
tion than they had been in before, keeping always in view 
the inevitable growth of the business, and the constant* 
necessity for providing additional facilities. To illustrate: 
A line of poles bearing three wires require renewal; they 
are replaced by poles capable of bearing a dozen wires, 
and which will last twice as long as the old ones. If 
only the three wires are placed upon these poles, the whole 
outlay is charged to profit and loss, although the value 
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of the renewed line is much greater than that of the one 
replaced, when the latter was new. As additional wires 
are put up on such poles, the cost, merely, of such addi- 
tions is charged to construction. Under this policy the 
whole property of the Company is improved every year 
more than that Jyear's portion of J natural decay ; so that 
the apprehension, sometimes expressed, of what appears to 
be the natural result of annual deterioration of the Com- 
pany's property, is groundless. The average condition of 
the whole property is better at the end of every year than 
at the beginning. 

MONEY TRANSFER SERVICE. 

On the first of July the transfer system had been in 
operation 21 months, with very satisfactory! resulta The 
increase of the business has been greatly beyond the ex- 
pectation of its results when established. The revenue of 
the Company from this source, for the first nine months, 
was $8,936 ; for the same nine months, one year later, it 
was [$45,811 — an increase of more than five-fold. The 
revenue from this '^ service, during the past year, was 
$58,000 ; the number of ^transfers, 20,000 ; the amount 
transferred, $1,602,000. The average amount of each trans- 
fer was about $80. |Ninety-two new money order offices 
have been opened ^ during the year. The service has in- 
creased in promptitude and efficiency, and measures are 
now in progress which, , it is expected, will still further 
improve it Judging of the future by the past, it is not 
easy to estimate the growth of this business, or to appreci- 
ate the results which it may ultimately reach. If the same 
rate of increase is maintained during the present year that 

has been developed during the past twelve months, our 
monthly revenue from transfers will be over $8,000, or at 
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the rate of $100,000 per annum. It is a gratifying and 
healthy feature of the business, that while the number of 
transfers is increasing rapidly, the average amount trans- 
ferred is diminishing ; for, as the average amount of trans- 
fers grows smaller, the risk of loss diminishes, and the 
profits of the business are proportionately greater. Experi- 
ence seems to prove that our transfer system is the best 
that can be devised. The alterations in the details that 
have been found advisable since its inauguration have been 
few and unimportant, while an enlarged knowledge of the 
business, and familiarity with its working, seem to indicate 
the necessity only of a rigid adherence to all the regula- 
tions established in order to make its operation a complete 
success. 

FBEE MESSAGED 

The free messages, so classified in our accounts, trans- 
mitted by the Company during the past year, amount at 
regular tolls, to $766,000. Of this sum $565,000, or 72 
per cent,,^ was performed for railroad and other transporta- 
tion companies, all of which render us similar service in 
return. Without this service our lines could not be kept 
up so cheaply, nor our business so well conducted. Such 
messages are not free business in the proper sense of the 
term. They are sent under contracts which stipulate to 
give the Company an equivalent in right of way, trans- 
portation of men and material, and labor to maintain and 
operate our lines. While the contracts vary in terms they 
are in the aggregate very favorable to this Company. Of 
the remainder of the free service $83,000 worth is performed 
for the directors, oflSicers and operators of the Company ; 
$22,000 on account of rent ; $18,000 for connecting tele- 
graph companies; $58,000 for complimentary, and $20,000 
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for miscellaneous messages. The $83,000 of Western Union 
business includes the telegraphic correspondence of all the 
officers and agents of the Company. It has been the con- 
stant effort of the management to curtail this business, and 
the figures now reached are believed to be low and rea- 
sonabla The rent account explains itself The items thus 
charged are generally limited to a specific sum per month, 
and the total business is constantly and carefully scruti- 
nized. Instead of paying in cash we pay in telegraphing, 
and the telegraphing, as a rule, pays more rent than the 
fame amount in money. The items of railroad transpor- 
tation, telegraph, and rent messages, amount in the aggre- 
gate to nearly $700,000, or 90 per cent, of the whole free 
business. 

THE TARIFFS. 

During the past year two important modifications have 
been made in the tariffs. The first change was the abroga- 
tion of all Western Union rates above $2.50, which took 
effect Feb. 1. The second important change was the exten- 
sion of the square rate over the territory west of Omaha 
and east of Utah, and the equalization of the rates in 
the Eastern, Central and Southern States, which took effect 
July 1, 1878. The rates previous to July, 1873, were 
about 23 per cent higher in the Western, and 40 per 
cent higher in the Southern than in the Eastern States. 
This inequality was the subject of complaint in the West- 
ern and Southern States, and formed one of the strongest 
arguments in favor of the extension of competing lines 
and of governmental interference. Another serious objec- 
tion to these unequal rates was that the special rates 
between competing points were so low in comparison, that 
messages for distant points in the West or South could be 
sent to certain central points over our lines at special 
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rates, and then be forwarded at local rates to their desti- 
nation, at a considerable reduction from the through rate. 
For example: The square rate to offices in the vicinity 
of Chicago was $2. The special rate between New York 
and Chicago was $1, and, as the local rate from Chicago 
was only 40 cents, our customers or the opposition lines 
could send messages for such points to Chicago, and de- 
liver them by our own lines, at a reduction of 50 to 60 
cents from our through rates. This condition of things 
existed throughout the South and West, and to some ex- 
tent in the East, and could only be remedied by an 
equalization of the rates, such as has been recently inau- 
gurated. 

EARNINGS IN SEVEN YEARS. 

The following statement shows the net earnings of the 
Company since the consolidation, in 1866, and the dispo- 
sition which has been made thereof: 

The surplus of Income Account, July 1, 1866, was $276,35*7 21 

The net profits for seven years, from July 1, 1866, 

to June 30, 1873, have been 20,312,618 81 

Making an aggregate, June 30, 1873, of $20,587,976 05 

Of this sum there has been 

Distributed in dividends to stockholders 4,857,239 34 

Disbursed for interest on the Company's bonds 2,216,194 98 



The balance $13,514,541 73 

is represented as follows : 

Ck)nstruction of new lines and the erection of additional wires. . . . $4,405,180 44 
Purchase of telegraph lines and of the stock of companies con- 
trolled by the Western Union Company, on which interest or 

dividends are paid as rental 695,428 95 

Western Union stock (72,952 shares) 4,054,483 07 

Gold and Stock Telegraph Company's stock (47,710 shares) 1,173,509 00 

International Ocean Telegraph Company's stock (10,384 shares). . . 961,556 42 

Pacific and Atlantic Telegraph Company's stock (49,917 shares).. . 510,274 50 

Anglo-American Telegraph Company's stock (£1,308 Os. Od.) 10,000 00 

Western Electric Manufacturing Company's stock (500 shares). . . . 39,000 00 

Western Union Bonds redeemed and cancelled 974,075 00 
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Western Union Broadway and Bej street Mortgage Sinking Fund $30,000 00 

Real Estate (exclusive of Broadway and Dej street property). . . . 318,263 14 

Patent — ^the Page and Duplex Telegraph *IZ,16S 00 

Gable steamer 12,665 19 

Western Union bonds not cancelled ($'7,500) 6,750 00 

Fraction of share (old issue) redeemed and cancelled 42 50 

Total $13,264,986 21 

Leaving an excess of 249,566 52 

which excess is applicable on account of Sinking Fund 
appropriations not ^yet used for redemption of bonds. 

All the above items are entered at the actual cost to the 
Company, in cash, except the $1,173,509 in stock of the 
Gold *and Stock Telegraph Company, which is stated at 
par. Many of the other items are worth much more than 
cost. 

m 

THE INTERNATIONAL OCEAN TELEGRAPH COMPANY. 

During the past year the Western Union Company havjB 
acquired control of the International Ocean Telegraph 
Company, whose lines extend from Lake City, Fla., to 
HaVana, Cuba. The capital stockj of this Company is 
$1,500,000, of which $850,000 is in common, and $650,000 
preferred, stock. The Western Union Company purchased 
of the common stock 1588,500, and of the preferred stock 
$499,900, making a total of $1,038,400 at the par value. 
The actual cost to Jus was $961,556 42. The Interna- 
tional Ocean Company possesses a fifty years' exclusive 
grant from the Spanish Government to lay and operate 
cables between Cuba and the United States, and a fifteen 
years' exclusive grant from the Government of the United 
States to lay and operate cables between the coast of 
Florida and the West India Islands. When the control- 
ling interest in the stock of this eompany was purchased, 
communication by cable between Florida and Havana was 
interrupted. In April last one of the cables between 
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Key West and Havana was repaired, and a new one also 
laid down, and both are now in good working order. 
The lines of the International Ocean Company are now 
doing a good and profitable business with Cuba, Porto 
Eico and Jamaica, and when the cables connecting Jamaica 
with the other West India Islands, and to Central and 
South America, are completed, which, it is confidently ex- 
pected, will be in a short time, the traffic upon these 
lines, which constitute the only outlet for the telegraphic 
correspondence of these countries with the United States 
and Europe, will become very large and important. The 
net profit of the International Ocean Company is now at 
the rate of about $200,000 per annum. 

PACIFIC AND ATLANTIC TELEGRAPH COMPANY. 

We have also acquired during the last year a majority 
of the stock of the Pacific and Atlantic Telegraph Com- 
pany, and negotiations have been in progress for some 
time with a view to leasing their lines. The capital of 
that Company is $2,000,000. Their lines extend from 
New York via Philadelphia and Baltimore to Pittsburg, 
Columbus, Indianapolis, St Louis and St. Paul, branch- 
ing at Dubuque to Chicago, and from Chicago to Cin- 
cinnati, Louisville, Nashville, Memphis and New Orleans. 
They own about 5,000 miles of line and 10,000 miles of 
wire, and the gross receipts last year were about $500,- 
000. It is believed that an arrangement will be made, 
satisfactory to. the holders of the balance of the stock, 
by which the lines will be turned over to the Western 
Union Company at an early day. 

PNEUMATIC TUBES AND SUBTERRANEAN LINES. 

In Febrtrary last the Executive Committee authorized me 
to send Mr. George B. Prescott, the Electrician of the 
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Company, and Gen, Thomas T. Eckert, the General Super- 
intendent of the Eastern Division, to Europe, for the pur- 
pose of making a careful inspection of the system of pneu- 
matic tubes and subterranean telegraph lines now in opera- 
tion in the principal citj^, and also to examine the 
forking of the telegraph lines generally. They found the 
most complete system of pneumatic tubes and subterranean 
lines in London, although both systems were extensively 
employed in Paris, Berlin, and other cities. In London 
about 13 miles of pneumatic tubing have been laid dowui 
at a cost of £16,000, and about 10,000 messages per day 
are sent through them. The average time occupied in the 
transmission of messages through the pneumatic tubes is 
about two minutes, and the number of messages trans- 
tnitted in each carrier is from eight to twenty, according 
to the size of the tubes. There are thirteen stations in 
the City of London connected by pneumatic tubes ; and 
it is the opinion of Mr. Scudamore, the Manager of the 
English telegraphs, that it would be impossible to prop- 
erly transmit the large number of messages between these 
offices in any other way than by pneumatic tubes. 
The system of underground lines in England em- 
braces 3,000 miles of wire, and nearly 100 miles 
of iron piping. There are upon an average 60 wires 
in each pipe, and the average cost per mile of wire 
. is £23. While the first cost of underground lines is con- 
siderably greater than for those on poles, the interruption 
in the working of them and the cost of maintenance are 
claimed to be less, and the system is favorably regarded 
for the large cities. Messrs. Prescott and Eckert obtained 
minute and accurate information as to the best methods of 
constructing pneumatic tubes and undergrouad lines, as 
well as much other valuable information in relation to the 
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working of the telegraphs generally, which will be found 
of great importance in the [future operation of our lines. 

When our new building on the jcorner of Dey street 
and Broadway is completed, it is proposed to connect it 
by pneumatic tubes with the' StockJ and Produce Ex- 
changes, and other important branch offices in the city. 
It is also contemplated to lay down subterranean lines in 
the lower part of the city, with the view of testing their 
efficiency and economy as compared with the present mode 
of construction, 

STEARNS' DUPLEX TELEGRAPH. 

The purchase of the patents for the United States and 
Canada of this most important and valuable of all the im- 
provements which have been made since the Morse tele- 
graph was first established, was mentioned in my last 
Annual Eeport During the past year we have largely 
increased the number of Duplex instruments and apparatus, 
by means of which messages can be transmitted in oppo- 
site directions upon a single wire at the same time. We 
have now in operation over 100 sets, and it is the inten- 
tion to have all our principal stations completely equipped 
with them as soon as they can be supplied from the 
factory. We are now operating more than 150,000 miles of 
wire, and during the past two years have been extending 
at the rate of nearly 20,000 miles of wire per annum. 
The Duplex apparatus is capable of doubling the capacity 
of these wires at a comparatively small cost. The value of 
this increase of facilities canjibe approximately ascertained 
by estimating the saving inj the investment for wire, and 
the annual saving in repairs and [^maintenance* of additional 
wires. But. the great value of the Duplex" does not con- 
sist in the saving in the investment in wires and the coat 
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of repairs and maintenance, but in its ability to double 
the capacity of a wire when we have but one, and when 
no amount of money previously invested in wires, or even 
possible to be expended in repairs, can provide another. 
Sometimes a storm or conflagration causes the interruption 
of all the wires on an important route at a time when 
every wire is needed to keep business moving. Communi- 
cation is restored upon one wire at a time, and it is then 
that the great value of the Duplex becomes apparent 
With it the moment one wire is restored we have two, 
and when we have a second we have four, and so on. 

During the extraordinary excitement of the past three 
weeks our wires between the principal cities have been 
taxed to their utmost capacity, and if we had double the 
number on some routes they would have been insufficient 
Every set of Duplex has been brought into requisition, 
and only our inability to procure them has prevented the 
use of a larger number. A minor consideration, and yet 
important one, is the fact that the Duplex can be substi- 
tuted for, and its use does not involve the duplication of 
the ordinary apparatus. It works equally well double or 
single. As our operators acquire experience in its use, the 
difficulties which attended it at first wholly disappear. They 
now adjust with such facility that the change from single 
to double is made in less than a minute, and I confi- 
dently expect that, by the time the necessary instruments 
can be manufactured, they will be largely introduced on 
railroad and other way wires. 

GOLD AND STOCK TELEGRAPH COMPANY. 

The Western Union Company own 47,710 shares, of the 
par value of $25 per share, of the stock of the Gold and 
Stock Telegraph Company, out of the capital of 100,000 
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shares. The Gold and Stock Telegraph Company transmits 
its reports over the Western Union lines, and during the 
past year paid us in tolls $77,995, and one dividend of 3 
per cent., amounting to $35,970. Within the last two 
years the Gold and Stock Telegraph Company have added 
to their property, in instruments, poles, wires, fixtures, etc., 
about $400,000. The gross receipts of that Company in 
1871 were $236,215; in 1872, $534,780, and in 1873, 
$623,900. They had earning revenue: 



In 1869 5*72 instruments. 

In 1870 Ul do. 

In 1871 830 do. 



In 1872 1,594 instruments. 

In 1873 1,783 do. 



The Private Line Department in the City of New York 
has a rental of $49,290 per annum, and is steadily in- 
creasing. The net income of the Company from private 
lines in other cities is equal to that of this city, and is 
also increasing steadily. 

In order to be prepared for the large increase of busi- 
ness, the expenditure for construction has been very large, 
and has interfered with the payment of regular dividends, 
but the Company is now becoming well supplied with 
lines and equipments, and it is confidently anticipated that 
regular dividends will be paid hereafter. 

THE company's FACTORY. 

In January last the factory in New Church street was 
completed, at a cost of $139,772, of which $85,000 was 
paid for the land and building. The lot is 104 feet on 
New Church street, by an average depth of 86 feet 
The building is admirably adapted to the manufacture of 
telegraph apparatus, and is in close proximity to the per- 
manent headquarters of the Company in their new build- 
ing. The factory is now capable of supplying all the 



19 

apparatus required by the Company, and its^ capacity can 
be more than doubled when required. The operations of 
the factory for the past six months show a small profit 
after deducting the interest on the investment. The ap- 
paratus made at this factory greatly excels any other 
manufactured in this country, and it is the superior 
quality of the material and workmanship, rather than the 
saving in the cost of the instruments, which constituted 
the great inducement for establishing it. 

THE NEW BUILDING. 

The avails of the $l,500,p00 of bonds issued on the mortgage 
of the real ef^tate at the corner of Broadway and Dey street 

amounted to $1,49T,883 69 

Accrued interest received 15,106 34 

Interest on avails unexpended July 1, 1873 30,075 00 

Beceived for sale of old material 1,000 00 

Total received up to July 1, 1873 $1,544,065 03 

Expenditures for purchase of the real estate at the corner of 

Broadway and Dey street, up to July 1, 1873 855,000 00 

Interest on bonds $121,012 50 

Taxes, etc., etc 10,869 66 

Interest on Dodge contract 3,320 76 

Commission on sale and expense of preparing 

bonds 14,730 84 

Amount paid to architect and builders 220,048 04 — 369,981 70 

Total expended to July 1, 1873 $1,224,981 70 

The work on the building has not progressed as rapidly 
as was expected, and it will be impossible to occupy 
it, as originally contemplated, in the Spring of 1874 
The delay has been occasioned wholly by the inability to 
procure the granite within the time required. Some 
changes have been made in the original plan, by which 
the cost will be somewhat increased. All the work is 
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being done in the most thorough and substantial manner^ and 
the building promises to be, when completed, one of the finest 
in the city. The total cost for land and building, furnished 
and equipped with the machinery and apparatus required 
by the Company, will be about $1,700,000. The basement 
and cellar will be occupied by the Company. The first, 
second, and at least one other story will be offered for 
rent It is not expected that the annual cost to the Com- 
pany in excess of the income from rents will be much, 
if any, greater in the new building than has been paid 
for the premises now occupied, while we shall have double 
the space, and superior accommodations in every particular. 

GENERAL REVIEW. 

At the date of the consolidation with the American tele- 
graph Company, July 1, 1866, the capital of the Western 
Union Company issued and liable to be issued was, as it 
now is, $41,078,410. The Company was then in possession 
of about 75,000 miles of wire, on which were transmitted 
during the year following about 5,800,000 messages. At 
that time all the lines on the Pacific Coast, and nearly all 
in the States of Iowa, Illinois, and in Northern Missouri, 
although working in connection with ours, were owned and 
controlled by other companies. Although the Western 
Union Company owned a line between the Missouri Eiver 
and Salt Lake City, at which point connection was had 
with the California and Pacific Coast lines, its business from 
Chicago to the Missouri Eiver was obliged to pass over 
the lines of another company. Since that time we have 
acquired, by lease and purchase, the lines of the Illinois 
and Mississippi Company which occupied the States of Illi- 
nois and Iowa; of the Chicago and Mississippi Company 
which occupied Northern Missouri ; and of the Californa 
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State Company which occupied the territory on the Pacific 
Coast and west of Salt Lake City. 

On the 1st of July, 1873, the Western Union Company 
controlled and operated more than 150,000 miles of wire 
and owned the controlling interest in companies operating 
over 10,000 miles more. 

During this period of seven years, in which the Com- 
pany's lines and wires have been doubled in extent, and 
the capital stock outstanding has been reduced by more 
than $7,000,000, and other property acquired representing 
in the aggregate more than $13,000,000, the volume of 
business has increased from less than 6,000,000 messages 
in 1866 to about 14,500,000 in 1873. The gross receipts 
during the same period have grown from $6,500,000 to 
$9,333,000, but the profits have not increased either in 
proportion to the volume of business or to the gross 
receipts, the excess of 1873 over 1866-7 being but about 
$130,000. A brief statement of the causes which have pro- 
duced this result seems proper at this time. They are 
mainly these: 

1. The enhanced cost of labor, of poles, wire, and all 
material used in constructing, maintaining and operating 

the lines. 

2. The reduction of rates rendered necessary by the 

action of competing companies between stations on the 
route of their lines, in the first instance; and later reduc- 
tion in other sections in order to equalize rates, and there- 
by remove the inducement for competing lines to extend 
still further. 

No public business of equal importance is so sensitive 
to competition as that of the telegraph, and with no other 
can competition be inaugurated by the outlay relatively of 
80 small an amount of capital. Two classes of persons are 
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always interested in promoting telegraphic competition — 
first, those who organize the companies, and hope to profit 
by contracts for construction of the lines, or by stock 
bonuses and commissions on the^ sales of stock ; and second, 
the senders of messages, who are willing to risk the in- 
come from a moderate investment if thereby a larger sum 
can be saved annually from the reduction of telegraph 
tolls which a competing line is expected to secure. 

In 1866 the only telegraph lines in the country com- 
peting with the Western Union were those of two com- 
panies — one extending from Boston to Washington and the 
other from New York to Washington. The latter, let me 
remark, after sinking its capital of about $750,000, was 
sold for debts contracted amounting to $120,000 more, and 
afterward leased by the purchaser to the Western Union 
for six per cent, per annum on that sum. But in 1867 
and 1868 several new companies were organized, and the 
work of constructing competing lines was pushed with 
much earnestness during the next three years. Parties 
willing to subscribe liberally to the capital stock of these 
companies were readily found, some influenced by the 
promise of ten per cent, annual dividends on the par 
of shares, for which they were asked to pay but forty per 
cent., and that in quarterly instalments, and others by the 
argument that^ at the reduced rates promised, a handsome 
profit would result from the saving on their own messages, 
even if no dividends were paid on the capital. The effect 
of this competition upon the Western Union Company's 
business may be readily seen by an inspection of the 
results of 1870, as compared with 1869. For the latter 
year the gross receipts were about $7,300,000, and the net 
profits $2,750,000, while for 1870, although the gross re- 
ceipts were nearly the same, the profits were less than the 
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previous year by more than $500,000, and it was not 
until 1872 that our profits exceeded those of 1869, and 
then by only $40,000. 

At the same time that competition has been operating to 
reduce the rates and increase the expenses, we have been 
called upon at every session of Congress, for the last four 
years, to defend the policy and management of the Com- 
pany from charges made by members of both Houses of 
Congress, by officials of the Government, and in a few 
instances by the press. The effect of these hostile pro- 
ceedings against the Company has been to induce the Ex- 
ecutive Committee to proceed more rapidly with the work 
of increasing the facilities and reducing the rates than the 
actual condition of the Company's affairs may, at first sight, 
seem to justify. But little reflection will, however, be 
necessary in order to satisfy you of the wisdom of their 
action. 

The scale of rates fixed by competition on the most 
important routes, and between the principal cities, we have 
applied recently to the whole country east of the Eocky 
Mountains, so that the inducement to subscribe capital for 
the extension of competing lines, in order to secure the 
benefit of competing rates, no longer exists. At the rates 
now established it is impossible for any competing com- 
pany to realize profits, and some of them are known to 
be, and all are believed to be operating at a loss. As a 
result, the extension of competing lines has ceased, and it 
is not believed that capital can be found wherewith to in- 
augurate new enterprises in any quarter. The time is not 
distant, therefore, when the Western Union Company will 
be without a substantial competitor in the conduct of a 
business which, notwithstanding the enormous growth of 
the last seven years, is still in its infancy. With the 
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increase of wires, already provided and now in progress, 
the capacity of which the Duplex Apparatus, hereinbefore 
spoken of, will be able to double at small cost, it is 
believed that the constantly increasing volume of business, 
the growth of which will be stimulated by the present 
low and uniform rates, can be successfully handled with 
a less annual investment in new construction than has 
heretofore been necessary ; so that, with competition 
checked and in process of being extinguished, the per- 
centage of expenses may be reduced, and the patience of 
the stockholders be rewarded at an early day by the re- 
sumption of regular dividends. 

Respectfully submitted. 

William Orton, 

President 
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Letkr io the Hon. Hamilton Fish, Secretary of State. 

ExBCunvB Oppiob, Wbstbrn Union Telegraph Company, ) 

New York, June 21, 1873. f 

Sir : I have had the honor to receive your communi- 
cation of the 11th instant, replying to mine of the 10th, 
concerning the letter of General Eobert C. Schenck, 
United States Minister %> England, published in the New 
York Herald of Sunday, June 8th, instant, and which 
you inform me is substantially a correct copy. 

It appears^ therefore, that the Minister of the United 
States in London has addressed an official letter to the 
Department of State, in which grave charges are made 
aflFecting the reputation for honorable dealing of certain 
citizens of the United States. A copy of these charges 
was, as you inform me, transmitted to the Post-office 
Department, and by the latter was given to the press 
for publication. It does not appear that any effort 
was made, either by the State or Post-office Depart- 
ment, to ascertain if the charges were true, and there- 
fore it may be fairly inferred that they were assumed 
to be true by the officials of both departments, who 
appear to have also assumed that the correction of the 
abuses alleged would be secured by making them public. 

The charges made by General Schenck, which concern 
the managers of the Western Union Telegraph Company, 
are these : 

1. That the Anglo-American Telegraph Company, which 
controls the submarine cables in operation between Europe 
and America, " have an arrangement with the Western 
Union Telegraph Company through which a systematic im- 
position is 'practiced which ought to be exposed,''^ which 
arrangement '* binds the Western Union " to allow the 
cable companies to retain " one third of what is charged " 
for the transmission of cable messages over the land lines 
in the United States. 

2. That under this arrangement the charges for the 
transmission of cable messages over the wires, beyond New 
York, are double the regular tariff prices charged on 
domestic messages, " an overcharge to be divided between 
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tbe companies who are parties to it," and that " the 
Western Union pocket, for their share, much more than 
twice their whole proper charge." 

3. That " communications transmitted by ocean cable on 
Government business are subject to the same overcharges 
as are the messages of individuals," 

To these charges I respectfully submit the following 
reply : 

1. It is true that the Western Union Company have 
made an arrangement with the companies controlling the At- 
lantic cables for connection, and for the mutual exchange 
of business, which, as General Schenck says, ** is proper 
enough, and a convenience to evefy one, as well as to the 
contracting parties." 

2. But it is not true that this arrangement " binds the 
Western Union Company " to allow the cable companies 
to retain one third, or any other share of what is charged 
for the transmission of cable messages over the land lines 
in the United States, nor that the charges for such trans- 
mission are in excess of the average charges for other 
telegraphic messages. 

The facts are these : The cable business is controlled 
by the cable companies, who fix the rates to be charged, 
and make and modify the rules governing its conduct. 
The Western Union Company have agreed to apply these 
rates and rules to cable messages in the United States, 
whether received from or transmitted to the cables, and 
to accept certain fixed rates per word as their compensation 
for all services connected with the transmission of such 
messages, including the keeping proper accounts, and col- 
lecting and paying over the moneys accruing therefrom. 

There are more than 6,000 telegraph stations in the 
United States, and, it being impracticable to supply Euro- 
pean offices with a tariff to each of such stations, this 
country is divided into four districts, for each of which a 
uniform rate is established. The cable rate of one dollar 
per word between England and New York includes eight 
cents a word, payable to the Western Union Telegraph 
Company for their part of the service. The rates beyond 
New York are : 

For all stations in New Jersey, Pennsylvania, Delaware, Maryland and 

District of. Columbia 3 cents a word. 

For all other territory east of the Mississippi river, including the City of 

St Louis 15 cents a word. 

For all other stations in the United States west of the Mississippi 
river. 20 crents a word. 
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The rates to points on the Pacific coast have been 
slightly reduced since the date of General Schenck's letter. 

Under the rules of the Western Union Company the 
message rate in the United States is for a minimum of ten 
words, with a rate per word for additional words above 
ten ; but the rules of the cable companies permit any num- 
ber of words to be sent at the word rate, and the result 
is that a majority of the cable messages contain less than 
ten words — those of three, four and five words being com- 
mon, and occasionally a message is ofiered containing only 
two words. The Western Union Company charges one 
dollar for ten words or less between Chicago and New 
York. The majority of cable messages from Chicago con- 
tain less than ten words, the average for an entire month 
having been as low as six words. 

In the case of St. Louis and St. Paul, the rate on do^ 
mestic messages to New York is $1.50 for ten words or 
less, while the cable rate is fifteen cents a word. But 
between New York, New Orleans and Mobile the local 
rate is $2.00 for ten words, or never less and sometimes 
more than 20 cents a word, while the rate on cable 
messages is only 15 cents a word. The result is that 
on cable messages the Western Union Company actually 
receive only the average of their local rates, while they 
are obliged to transmit cable messages of three words from 
New Orleans and St Louis to New York for 45 
cents, or. from San Francisco and Oregon for 60 centa 
Such messages are handled at considerable loss, and if 
charged by Western Union rules, would be treated as con- 
taining ten words. Concerning the rates collected in Eng- 
land, or other portions of Europe, for messages to stations 
in the United States, the Western Union Company have 
no voice, and in respect to many of tfiem have had no 
knowledge until prompted to inquire by the published 
charges made by General Schenck. 

The Western Union Company agree to perform specific 
services for a fixed compensation, all of which they receive, 
and no part of which is in any manner divided, refunded, 
or otherwise paid as a consideration for having the cable 
business given exclusively to them. They are no more 
responsible for the tolls charged on cable messages in 
Europe than a railway company in the United States would 
be for the freight charged at Liverpool on merchandise 
destined for Chicago or San Francisco, which should in- 
dude the charges payable to the railway company. 
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8. It is also untrue that " communications transmitted 
by ocean cable on Government business are subjected to 
the same overcharges as are the messages of individuals," 
or to any overcharges whatever, as will clearly appear by 
the following statement, which can be verified by a refer- 
ence to the vouchers in the State department : 

The tariff on cable messages from London to Washington, 
paid in London, is 4 shillings and 3 pence a word. 
When paid in Washington the charge is $1.03 a word. 
But, although there is no obligation on the part of the 
cable companies to transmit messages " on Government 
business " at less rates than for individuals, such messages 
are transmitted at half rates between London and New York. 
Instead, therefore, of the rate of 4 shillings and 3 
pence a word, London to Washington, the State Department 
pays only 2 shillings and 8 pence, and from Wash- 
ington to London 63 cents a word, instead of $1.03. 

Gen. Schenck's zeal and efficiency in exposing " system- 
atic imposition " upon the public, as sometimes practiced 
by the promoters and managers of swindling corporations, 
are widely known and fully appreciated, especially in Eng- 
land ; but he could not have been aware, when he at- 
tached his official signature to erroneous charges, which 
probably he did not prepare, nor even carefully examine, 
that his reputation and office were being used by the ac- 
tive and unscrupulous agents of an opposition cable scheme. 
Yet such is evidently the fact. I submit, however, 
whether it is a part of the official duty of the American 
Minister at London either to seek to relieve the people 
of England from what he is pleased to style the " system- 
atic imposition " of an English corporation, whose con- 
duct is satisfactory to the British public and Government, 
or to arraign citizens of the United States before our Gov- 
ernment and people upon charges concerning the conduct 
of their private business, which, although absolutely ground- 
less, are certain to prove injurious. 

To the success of the great enterprises in which the 
cable companies and the Western Union Company are 
engaged the United States Government has not contributed 
one dollar. More than this, it has refused, in at least one 
instance, to pay for official messages exchanged with a 
foreign Government, until its obligation to do so was 
affirmed by the decision of a Federal Court. It would 
seem not unreasonable, then, that these companies, whose 
capital and enterprise have connected the United States 
with the telegraphic systems which are rapidly encircling 
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the globe, if not entitled to receive special favors from our 
Government, should at least be exempt from the open hos- 
tility of its oflScials. 

It seems unfair for a representative of the United States 
at a foreign Government to lend a willing ear and the 
influence of his office to the scheme of those who have no 
other interest in the business than the hope that something 
may be made out of it ; but it seems still more unfair 
that the official charges reported by this representative to 
his Government should be by the latter given to the pub- 
lic, with an implied endorsement of their accuracy, with- 
out notice to the parties charged, and without inquiry as 
to the truth of the allegations. 

I have the honor to be, very respectfully. 

Your obedient servant, 

William Orton. 

The Hon. Hamilton Fish, Secretary of State, 

Washington, D. C. 



30 



[From the New York Times.] 

Executive Oppiob, Western Union Telegraph Company, ) 

New York, Sept 16, 1873. f 

To the Editor of the New York Timea, 

Sir : An editorial in The Times of the 9th inst, headed 
" Stock Watering," contains the following : 

" (1.) In the United States telegraphing to the private indi- 
vidual is dearer than in most civilized countries, and so dear as 
to prevent largely its use except for business purposes. (2.) The 
average charge of the Western Union Company in 1872 was 
seventy-two cents for each message. (3.) This enabled the Com- 
pany to pay six and a half per cent, dividend on the nominal 
capital. (4.) But if the capital had not been watered, and re- 
presented the actual cost of the property, the Company could 
have reduced their rates to an average of twenty-four cents, and 
still paid six and a half per cent, dividend." 

Believing that you do not intend to do an injustice to 
the Western Union Company, nor to give currency to 
erroneous impressions concerning the telegraph business of 
the United States, as compared with that of other coun- 
tries, I ask permission to reply to the statements above 
quoted, as follows : 

1. Sixty per cent, of the cost of carrying on the 
telegraph business of the Western Union Company is paid 
for labor. The wages paid are more than double the rate 
allowed by the Governments which control the business in 
other countries. Wire, and nearlv all other materials used 
in constructing and operating telegraph lines in the United 
States, cost from forty to sixty per cent, more here than 
in any European country. Ten miles of line must be 
erected and maintained in the United States to reach the 
same number of population that in Europe may be reached 
with one mile. Taking these facts into account, it seems 
clear that the telegraph service is necessarily much more 
expensive in the United States than in Europe. But, 
notwithstanding the less favorable conditions under which 
the business is carried on, the average message costs no 
more in the United States to-day than it does in Europe. 

2. The receipts of the Western Union Company per 
message in 1872 were not seventy-two cents, as stated, but 
sixty-two cents. The average receipt per message of all 
the Governmental telegraphs in Europe for the year 1870 
was forty-five cents. This was the average per message 
paid by those who used the telegraph ; but the average 
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cost per message to the Governments which carried on the 
business was sixty-one cents, the deficiency having been 
paid by taxation. Since 1870 the average cost per mes- 
sage in Europe, whether to the sender or to the Govern- 
ments which carry on the business, has not been reduced. 
On the contrary, the excess of expenses over receipts seems 
to be increasing, and in order to check this tendency, and 
to lessen, if possible, the annual deficit, the French G-overn- 
ment last year advanced the rates on messages in that 
country from twenty to forty per cent., and I venture the 
prediction that an advance of rates will be made by. other 
European Governments within a short time. The managers 
of the Western Union Company have not failed to give 
to the subject of message rates the most careful considera- 
tion. They have desired to give the public the benefit of 
rates as low as appeared consistent with their duty to the 
stockholders. In the Fall of 1869 the attempt was first 
made in this country to establish a telegraphic tariff system, 
based on air-line distances. In consequence of the reduc- 
tions then made the receipts for 1870 were less by about 
$200,000 than for the preceding year, while the expenses 
were increased more than $300,000, and the net profits 
diminished more than $500,000. There was an increase of 
over 1,000,000 in the number of messages sent. A year 
later another important reduction was made by the estab- 
lishment of the night message system at half rates. On 
the 1st of February, 1873, $2.50 was made the maximum 
rate for messages between all points on the Western Union 
lines. This was equivalent to a reduction of fifty per 
cent, on the entire telegraphic business between the 
Atlantic and Pacific coasts. The reduction was also quite 
large on the rates between the Southwestern and North- 
eastern States, and between the stations west of the Mis- 
sissippi and Missouri and those in the Atlantic States. On 
the 1st of July, 1873, a further reduction was made by 
the more complete substitution of the air-line system of 
rates, first introduced in 1869. As a result of these 
reductions the average rate per message in the United 
States for the year 1873 will be considerably less than in 
1872. I have just completed an examination of the reports 
for the month of July last, which shows that the average 
recetpt per message was fifty cents, and this average is not 
likely to be exceeded hereafter. 

3. The Western Union Coaipany did not pay a dividend 
of six and a half per cent, either on its nominal or actual 
capital for or during the year 1872. No dividend whatever 



32 

has been paid to the stockholders of this Company during 
the last three years. 

4. The question whether the capital has been watered, or 
represents the actual cost of the property, does not, there- 
fore, seem to have any bearing upon the rates paid during 
that period ; but if the rate had been an average of twenty- 
four cents per message, instead of enabling a dividend of 
six and a half per cent, to be paid on the actual cost of 
the property, as you state would have been the result, we 
should not have received sufficient revenue to pay the ex- 
penses of conducting the business. 

I have now before me an exhibit of the cost per mess- 
age for operators and messengers' salaries for the last five 
vears, as follows: 1869, 28 cents; 1870, 26^ cents; 1871, 
25 cents; 1872, 24^ cents; 1873, 23^ cents. The cost per 
message of the messenger service has not varied more than 
one quarter of a cent tJuring this time. 

The cost per message of maintaining the lines, exclusive 
of superintendence — that is to say, the labor and material 
expended in reconstruction and repairs during the same 
period— is as follows: 1869, 8} cents; 1870, Sf cents; 1871, 
7f cents; 1872, 7^ cents; 1873, 9^ cents. 

It will be seen by this exhibit that no amount of tele- 
graphic business which it would have been possible to 
handle would have yielded, at twenty-four cents a message, 
sufficient money to pay the salaries of operators and mes- 
sengers and the cost of maintaining the lines. 

Any considerable increase in the number of messages in- 
volves the provision of additional wires, and, as the mile- 
age of poles 2iT\d wires increases, the aggregate cost of 
maintenance increases, so that the cost per message of main- 
taining 100,000 miles of wire is not materially reduced 
when the mileage of wire and the number of messages 
have been increased fifty per cent. 

I have said nothing of other expenses quite as inevit- 
able in the conduct of the business, such as printing and 
stationery, rent, light and fuel, office furniture, instruments 
and battery, law expenses and damages, and State and 
local taxes. 

The facts connected with the growth and conduct of tele- 
graphic business in the United States and other countries 
are so important as to merit more careful study than has 
heretofore been given, and I am glad to see that The Times 
is disposed to consider them. One of the first results Of 
intelligent and impartial investigation of this subject wilj 
be to satisfy the inquirer that the cost per message of 
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sending telegraphic communications by any of the' processes 
nchfr employed is much greater than has been supposed, and 
that the cost does not diminish in the ratio of the increase 
in the number of messages. 

Whatever mistakes may have been made, the present man- 
agers of the Western Union are not liable to public cen- 
sure, either for " stock watering " or for the payment of ex- 
cessive dividends to stockholders, as they have neither in- 
creased the capital stock nor made a distribution of profits. 
But they have done this: They have constructed more 
miles of telegraphic lines and wire than all other parties 
in the United States in the same time ; have steadily re- 
duced their rate of charges, and have improved the char- 
acter of the service; and the figures^for July, 1873, which 
I have given, show that they now charge on the average 
eleven cents less per message than the average cost of 
transmitting a message on the continent of Europe in 1870. 

Very respectfully, 

William Obton. 
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[From the New York Hebald.] 

IN Union Tei 

New York, October 23, 1873. 



Executive Oppicb, Western Union Telegraph Com? ant, > 



To the Editor of the New York Herald. 

The editorial of the Herald of Sunday, Oct. 19, headed 
"The Postal Telegraph," etc., contains certain erroneous 
statements, and is otherwise liable to conve^^ erroneous im- 
pressions concerning the business of the Western Union 
Telegraph Company, which I ask permission to correct. 

First — The average charge per message was sixty-one 
cents, as stated in the annual report, and not sixty -four 
and a half cents, as given by the Herald, The explana- 
tion of the apparent discrepancy is found in the fact that 
the gross receipts of the Company include ihoneys derived 
from other sources than from tolls on messages. 

Second. — The statement that ** the working expenses of the 
European lines, owned and operated by the Government^ 
average only forty per cent, of the 'gross receipts," is still 
more erroneous. The telegraph is operated at a loss by 
nearly every Government in Europe, and the aggregate loss 
is several millions per annum, which is paid by taxation. 
In no case are the expenses less than eighty per cent, of 
the receipts. The average cost per message in Europe to 
the Governments which carry "on the business is greater 
than the average charge of the companies doing the busi- 
ness in the United States. 

Third. — The statement that "it is admitted that the lines 
owned by the Western Union could be duplicated with the 
best English wire, the best instruments now in use, and the 
best poles, for $12,000,000," is erroneous, so far as the 
admission of any competent authority is concerned. Such 
statement would be grossly inaccurate by whomsoever made. 
The annual report to which reference is made by the 
Herald shows the acquisition of new property by the 
Western Union Company during the last seven years, which 
cost over $13,000,000. The Western Union Company now 
own considerably more telegraph property than that for 
which the British Government has already paid over $40,- 
000,000 gold, and an estimate of Sir Frank .Ives Scuda- 
more, now before me, states the probable cost of their tele- 
graph property on the 31st of March, 1875, at more than 
$50,000,000 gold. They will not then have as great an 
extent of poles and wires as the Western Union now own. 

Fourth, — "The stock of the Western Union is" not ** wat- 
ered up to three and a half times the real value of the 
plant." It did contain some *' water," but I have already 
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shown that over $13,000,000 has been squeezed out in 
seven years, and when you recall the fact that thousands 
of miles of line have been acquired at a small fraction of 
the cost to the original owners, and that millions have 
been contributed by railway companies to secure connec- 
tion and the extension of lines upon their roads, it will be 
seen that the present capital of the Company is not greatly 
in excess of, if it exceeds at all the sum which was 
originally expended to produce the property. 

Fifth, — The Western Union has paid no dividends in 
several years. What difference does it make, then, whether 
its lines cost $10,000,000 or $40,000,000, so far as the cost 
(rf sending messages is concerned. " One half the present 
rates" would not pay the cost for operators, messengers, 
stationery arid battery, to say nothing of maintenance, rents 
and interest on capital. 

Sixth, — The increase of sixteen per cent, in the number 
of messages in 1873 over 1872 is erroneously . tittributed 
to reductions of the tariff. The only reduction made was 
" the abrogation of all rates over $2.50," and this did not 
take effect till February 1, 1873, and was, therefore, in 
force but fiv^ months of the year, which ended June 30, 
1873. The other and greater reduction referred to went into 
effect July 1, 1873, the beginning of the present fiscal year. 

Seventh, — The new "square rates" are, with but few ex- 
ceptions, the same as the former *' special rates " established 
upon competing routes. The exceptions are the rates be- 
tween Boston and Washington and intermediate stations. 
The new rates are uniform for like distances in the East- 
ern, Middle, Southern and Western States. 

Eighth, — The Herald is probably correct in assuming that 
further reductions will not be made by the companies now 
doing the business for some time to come. The average 
message rate in the United States since July 1 is but fifty- 
five cents, which is five to six cents below tho average in 
Europe, where the cost of telegraph material and the wages 
of operators are thirty to fifty per cent, less than here. 
More than a year ago France increased her rates twenty 
per cent, on one class of messages and forty per cent, on 
another — the latter increase being on rates which yielded 
over sixty per cent, of her telegraphic receipts ; and yet the 
increase in the number of messages during the year suc- 
ceeding this increase of rates, was greater than during any 
one of several preceding years. It will. not be claimed that 
the increase of rates caused the increase in messages, but this 
fact does appear, viz., that the natural growth of the busi- 
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ness was not sensibly retarded by a considerable increase of 
rates. 

Ninth, — The phrase **the best English wire, the best in- 
struments, and the best poles" is liable to be construed to 
mean that the poles, wire and instruments of the European 
lines are superior in quality and working capacity to those 
of the Western Union. Such a construction would not ac- 
cord with the facts. A very large majority of the poles 
used in the United States are superior to those in use in 
Europe. As to wire, the Western Union have been 
using of the **best English" 10,000 miles per annum for 
several years past. It is proper to say, however, that wire 
is now made by several parties in the United States of a 
quality equal to the best English, and the reasons why we 
use the latter at all are — (1) it is not always possible to 
procure domestic wire in suflScient quantities to supply our 
wants, and (2) we are generally able to buy English wire 
a little cheaper than American, notwithstanding the duty of 
about sixty per cent, ad valorem. As regards instruments, 
those of American manufacture are superior in efficiency to 
the more cumbersome and more expensive apparatus used 
abroad. Another fact is worthy of mention i§i this connec- 
tion. American operators using American instruments per- 
form much more telegraphic work in the same time on the 
lines in the United States than is performed by the same 
number of operators in Europe. The telegraph office in 
London employs more than three times as many clerks and 
operators as are employed by the Western Union Company 
in New York to handle about the same number of messages 
daily. 

The relations of the telegraph to the public are so im- 
portant, and with the press are so intimate, as to justify 
the expectation that the press will not give currency to 
erroneous statements concerning the telegraph which may 

Erejudice the latter in the public mind. The facts herein- 
efore stated do not rest merely upon my assertion. They 
are completely established by the official reports of the Gbv- 
ernments by which the business is carried on abroad and 
of the companies conducting it in the United States, and 
to deny them, in the face of the evidence which is now 
accessible, would seem to imply an indisposition to do jus- 
tice to the American telegraphic system, which cannot actu- 
ate the conductors of so successful a specimen of Ameri- 
can enterprise as the New York Herald. 

Very respectfully, 

William Obton. 
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To the ISloclcholders of the Western Union Telegraph Company, 

In pursuance of a requirement of the By-Laws of the 
company, and of instructions of the Executive Committee, I 
submit the following Report of the operations of the company 
for the fiscal year ended June 30, 1874: 

The capital stock of the company is $41,073,410, of which 
the company owns, and now has in its treasury, $7,287,735, 
Ij^ving the capital outstanding, $33,785,675. 

The bonded debt is $5,946,910. Of this sum, $4,448,900, 
is in seven per cent currency bonds, which will mature 
November 1, 1875; and $1,498,000 in seyen per cent gold 
bonds, due in 1902. The bonded debt was reduced during 
the year by the redemption of bonds of the American Tele- 
graph Company, which matured October 1, 1873, amounting 
to $89,500, and by the purchase for the Sinking Fund of 
$2,000 of the bonds of 1802. 

The company has no floating debt. 

The receipts for the year from all sources were $9,262,- 
663.98, and the expenses $6,755,733.83. The difference, 
$2,506,920.15, is the net profit 

There have been added to the property of the company 
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during the year, by construction, purchase and lease, 5,828 
miles of poles, and 21,264 miles of wire, being equal to 
about eight per cent, of line and twelve per cent of wire ; 
and 448 more offices were in operation at the close of the 
year than at the beginning. The company operated at the 
close of the year, 71,585 miles of line, 175,135 miles of 
wire, and 6,188 offices. 

The $2,506,920.15 profits of the year have been applied 
as follows : 

Interest on Bonds $315,138 83 

Construction of new lines and erection of additional wires 511,849 52 

Purchase of the stock of sundry telegraph companies in the Wes- 
tern Union system on which rent is paid annually 96,282 00 

Patents 3,000 00 

American Telegraph Co.'s Bonds redeemed Oct, 1, 1873\ 89,500 00 

Sinking Fund for the redemption of Building Bonds of 1902... 30,000 00 

Keal estate (of which $281,234.81 was expended on the building, 

Broadway and Dey street, in excess of the loan of $1,500,000) 291,602 33 

Dividend of two per cent, payable July 15, 1874 675,574 00 

$2,012,946 68 
The balance $493,973 47 

has been carried to the credit of Income Account, and is 
included in the following exhibit of the application of the 
company's 

PROFITS FOR EIGHT YEARS. 

The surplus of Income Account, July 1, 1866, was $275,357 24 

The net profits for eight years, from July 1, 1866, to June 30, 

1874, were 22,839,538 96 

Making an aggregate, June 30, 1874, of $23,104,896 20 

Of this sum there has been 

Distributed in dividends to stockholders (including dividend paya- 
ble July 15th) $5,532,813 34 

Disbursed for interest on the company's bonds 2,531,333 81 

$8,064,147 15 
The balance $15,040,749 05 
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is represented as follows: 

Gonstruction of new lines, erection of additional wires, purchase 

of patents, Ac $4,991,453 15 

Purchase of teleg^ph lines and of the stock of companies con- 
tax)lled by the "Western Union Company on which interest 
or dividends are paid as rental 1,301,985 45 

Western Uiiion stock (72,8'I'I shares) 4,054,483 07 

Gold and Stock Telegraph Company's stock (47,710 shares) 1,173,509 00 

International Ocean Telegraph Company's stock (10,384 shares) 961,556 42 

Anglo- American Telegraph Company's stock (£1,308) 10,000 00 

Central District and Printing Telegraph Companies' Stock (Pitts- 
burgh), 200 shares 10,000 00 

Western Electric Manufacturing Company's stock (500 shares). . 39,000 00 

Western Union Bonds — redeemed and cancelled. 1,072,345 00 

Sinking Fund — ^Broadway and Dey street Mortgage Bonds (amount 

not yet used for redemption of bonds) 57,800 00 

Real Estate (other than Broadway and Dey street property)... 338,830 66 

Broadway and Dey street property (in excess of the loan of 

$1,500,000) 281,234 81 

Total $14,282,197 66 

Leaving a surplus ol $758,551 49 

represented as follows: 

Material and supplies on hand $440,051 49 

Due from United States 70,000 00 

Due from Agents 75,000 00 

Cash on hand and loaned on call, in excess of the amount re- 
quired for dividend July 15th, and for current liabilities... 173,500 00 

$758,551 49 
PACIFIC AND ATLANTIC TELEGRAPH COMPANY. 

In my last Annual Keport it was stated that we had ac- 
quired a majority of the stock of the Pacific and Atlantic 
Telegraph Company, and that negotiations were then pending 
for a lease of its lines to the Western Union Company, The 
negotiations were concluded in December last, and on the 
first of January the lines and property of that company were 
turned over to us on a lease for 99 years, at an annual rental 
equal to four per cent on the capital stock of $2,000,000, 
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the rent to be applied first to the payment of the debts 
of the P. & A. Co., and thereafter to be distributed pro 
rata among the shareholders. Of the capital of $2,000,000 
the Western Union Company own $1,415,950. The entire 
rental for the year 1874 will be required to pay the debts of 
the P. & A. Co. It is probable, however, that thereafter the 
rental can be distributed among the stockholders. 

THE INTERNATIONAL OCEAN TELEGRAPH COMPANY. 

The operations of this company during the past year 
have been very satisfactory, and give promise of still better 
results in future. As I write, however, communication by 
cable between Punta Bassa and Key West is interrupted, 
but the necessary steps have already been taken to repair 
the cable, and it is expected this will be accomplished in 
a short time. The new cable between Key West and 
Havana, successfully laid the year before, has been paid for, 
and the entire floating debt of the company discharged 
out of last year's earnings. There are now two good cables 
between those points. Unless it shall be found necessary, 
in order to insure permanent communication between the 
United States and the West Indies and South America, to 
lay an additional cable between Punta Rassa and Key 
West, it is probable that payment of dividends to the 
stockholders of the I. 0. T. Company will be resumed 
within a year. This property is destined to increase largely 
in value in the near future. 

The receipts of the I. 0. T. Co., for the year ended June 30, 

1874, were $308,8T0 99 

Expenses 71,561 13 

Balance, net profit 237,309 86 

Add proceeds of $80,000 bonds issued 72,000 00 

$309,309 86 
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This has been appropriated as follows : 

Paid India Rubber, Qutta Percha and Telegraph 

Works Co., balance dye for new cables $94,640 8t 

For expenditures on S. S. " Professor Morse " T 1,533 26 

For loans repaid 49,500 00 

" bonds redeemed 25,800 00 

" reconstruction of cables 22,770 13 

" interest on debt 20,418 40 

" construction 2,836 64 

$287,499 30 

Balance merged in general assets $21,810 56 

THE GOLD AND STOCK TELEGRAPH COMPANY. 

Of the $2,500,000 capital of this company the Western 
Union Company owns $1,192,750. Its gross receipts for 
the fiscal year ended September 18, 1874, were $581,000, 
and the operating expenses $419,000, leaving $162,000 as 
the net profit, all of which was expended in the extension 
of its lines and the provision of new apparatus, of which a 
large quantity was required in view of the extremely low 
rate fixed for the rental of Stock Seporting instruments to 
meet the competition of the Manhattan Quotation Company. 
The Gold and Stock Company has expended out of its net 
earnings during the last four years over $700,000 for new 
lines, machinery and apparatus. 

MONEY TRANSFER SERVICE. 

The operations of the Department of Telegraphic Money 
Orders, which has been established less than three years, 
are highly satisfactory. During the last year it transferred 
— that is, received at one ofl&ce and paid out at another — about 
$2,000,000, for which service the company received a reve- 
nue of $80,329.86. Of this sum about $20,000 was for 
premiums, and the balance for tolls on the messages required 
in making the transfers. The revenue from this source 
during the preceding year was about $57,000, and the in- 
crease during the past year has been about forty per cent 
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The increase in the number of transfers, however, was about 
sixty per cent, attended by a reduction of the average 
amount transferred in each case from $81.31 the preceding 
year to $61.83 during the past year. This reduction and 
increase indicates the growing popularity of • the service. 
The receipt in small sums, at a large number of offices, of 
an aggregate of $2,000,000, and the payment of this amount 
at other offices, involving the handling of $4,000,000, has 
been attended by an aggregate loss to the company during 
the year, from errors and defalcations, of only $110. During 
the same time a larger sum has accumulated in the 
treasury of the company from cases where it was impossible 
to find either the transferee or the person making the de- 
posit for transfer. This branch of the service is under the 
immediate charge of Yice-President Mumford, who prepared 
the rules and regulations for the conduct of the business. 
In view of the success which has attended their operations, 
this specific acknowledgment seems to be due to him. 

THE NEW BUILDING. 

At the close of the fiscal year, June 30, 1874, the account 
with the new building presented the following exhibit : 

Paid on account of real estate $855,000 00 

Paid to architects and contractors 683,511 26 

Paid engraving, printing, commission on sale and other ex- 
penses of negotiating the bonds 1T,190 81 

Taxes 21,369 66 

Interest on bonds 204,163 19 

$1,781,234 81 

Of this sum $1,500,000 is represented by the bonds of 
the company due in 1902, and the balance, $281,23481, 
has been paid out of the current earnings. To the lat- 
ter may now be added the further sum of $153,080.98, 
paid during the quarter ended September 30th, making a 
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total of $434,315.79, for which the Building Account is 
indebted to Income Account 

The work on the building was greatly delayed dujing 
last fall and winter by the failure of the contractors to 
supply the granite at the rate agreed upon, and later, by 
delay in the delivery of other materiala The work is 
now progressing rapidly, and it is expected the portion to 
be occupied by the company will be ready by Christmas. 

GENERAL BEVIEW. 

A comparision of the results of the company's opera- 
tions during the last fiscal year, and the one preceding, 
shows a reduction of $70,364.53 in gross receipts, and of 
$251,042.54 in the net profits. 

This diminution of receipts and profits resulted from 
two causes : first, the reduction of rates, which took effect 
July 1, 1873, pursuant to plans formed and instructions 
issued six months before ; and second^ to the financial 
panic of September, 1873, and the general stagnation in 
every department of business which immediately followed, 
and from which there has been but a partial recovery. 

Commencing with July, 1873, the profits, as compared 
with the corresponding months of the preceding year, 
were less each month up to and including February, 1874, 
at which time the aggregate falling off for the eight 
months of the fiscal year was $589,564.09. 

For March the profits were in excess of March, 1873, 
and at the end of June the increase over the corres- 
ponding four months of last year amounted to $338,521.55, 
leaving a deficiency of $251,042.54, as stated above. 

Although this report is for the year ended June 80th 
last, it seems proper to add, in this connection, that the 
profits for the first quarter of the current year, which 
ended September 30th, show an increase over the corres- 
ponding months of last year of more than $300,000. 
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The fiscal year is from July to June, both inclusive. 
A comparison of the lousiness of the calendar years 1873 
and 1874 shows that the profits of the 9 months of 1874, 
ended September 80th, are in excess of the 12 months 
of 1878 — the excess during the 7 months ended Sep- 
tember 80th being $649,48478 over the corresponding 7 
months of 1878 — an average increase of nearly $100,000 a 
month. 

The number of messages transmitted during the last 
year was 16,829,256, being an increase of 1,872,424 (about 
13 per cent) over the preceding year. Deducting from 
the gross receipts, moneys received from other sources than 
for the transmission of messages, and dividing the remain- 
der by the number of messages, it appears that the aver- 
age receipt for each message was about 55 cents. As 
the charge per message is for a minimum of 10 words, 
the average message must contain more than 10 words; 
so that the average receipt per message is necessarily 
greater than the tariff fixed for a 10 word messaga A 
uniform tariff of 50 cents per message of 10 words be- 
tween all stations on the company's lines, without regard 
to distance, applied to the messages transmitted during the 
last year, would have yielded a revenue somewhat in ex- 
cess of the actual receipts. 

The rates now charged on the lines of the Western 
Union Company are but little above the average European 
rate& Considering the vast diflEerence in the density of 
population, and the greater distances over which messages 
are sent in this country, and the cost of maintaining a 
greater length of line through sparsely settled sections, to 

■ 

reach the same number of people, and the higher cost of 
labor, and of all material employed in telegraphic operations, 
the service in this country is relatively much cheaper than 
the average in Europe. 
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DUPLEX MTD QUADRUPLEX TELEGRAPHY. 

The Duplex apparatus of Mr. J. 'B. Steams, by meatis of 
which .two messages are transmitted in opposite directions 
upon one wire at the same time, has fully sustained the 
opinion of its utility aud value which I expressed in my 
last Annual Eeport It' has been put in operation during the 
past year upon a number of additional circuits, and is now 
working successfully between all the principal cities. Its 
latest application was upon the lines to the Pacific coast, 
and it is now in use between Port Hastings, on the island of 
Cape Breton, where our lines connect with the cable wires, 
and San Francisco— a distance of nearly 5j000 miles. 

But the past year has produced an invention more won- 
derful than the Duplex. Mr. Thomas A. Edison and Mr. 
George B. Prescott, the electrician of the company, have 
discovered processes and invented apparatus by means of 
which two messages can be sent in the same direction, and 
two other messages in the opposite direction, simultaneously 
upon one and the same wire. This invention, which they 
have christened the Quadruplex, has been in successful 
operation between our New York and Boston ofl&ces for the 
last two weeks, and it is satisfactorily performing an amount 
of work upon one wire quite equal to the capacity of four 
wires worked with the ordinary Morse apparatus. 

The inventors claim thal^ the Quadruplex may be used either 
as 1 wire, as 2 wires, 3 wires or 4 wires, as the pressui'e of 
business may require ; that • when it is worked as 2 wires in- 
termediate stations may be inserted, and may send and receive 
as with 2 separate wires in the ordinary way. 

I have given much personal attention to the development 
of this invention, in the belief that if it could be utilized to 
the extent claimed by its inventors, it would solve satisfac- 
torily the most difficult problem which has ever been pre- 
sented to the managers of telegraph companies, and that is: 
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How to provide for the rapidly increasing volume of btmness 
without an annual expenditure for the erection of additional 
lines and wires that would prevent the payment of reasonable 
dividends to stockholders. So much has been accomplished 
already and in so short a time that it seems more likely 
that these predictions will be fully realized than that the 
f uLSlment will fall materially below the promise. 

In my last Annual Eeport I made the following statement 
concerning the Duplex apparatus : 

" We are now operating more than 150,000 miles of wire, and 
*• during the past two years have been extending at the rate of 
" nearly 20,000 miles of wire per annum. The Duplex apparatus 
" is capable of doubling the capacity of these wires at a com- 
" paratively small cost The value of this increase of facilities 
" can be approximately ascertained by estimating the savings in 
" the investment for wire, and the annual saving in repairs and 
" maintenance of additional wires. But the great value of the 
" Duplex does not consist in the saving in the investment in 
" wires, and the cost of repairs and maintenance, but in its 
" ability to double the capacity of a wire when we have but one, 
" and when no amount of money previously invested in wires, or 
" even possible to be expended in repairs, can provide another." 

These remarks will apply with even greater force in the 
Quadruplex, if it shall prove capable of working through the 
same distances, aud under like conditions as the Duplex. 
It is not easy to estimate the value of an invention which 
enables any and every wire between all the principal cities 
in the country, and between the Atlantic and Pacific coasts, 
to be made equal to two, in a minute, by merely turning 
a button ; but it is very evident that the ability to prac- 
tically convert one wire either into 2, 8 or 4, as the con- 
venience or necessities of the business may require, is still 
more valuable. 

The Quadruplex, like the Duplex, is partially substituted 
for, and worked in connection with the Morse apparatus. 
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No change in the ordinary operating force, nor any previoiis 
preparation of messages is required, as with the Automatic 
system, so that a continuance of the same simplicity and 
economy of manipulation and promptness of service which 
have characterized the Western Union Company's system 
of telegraphy is assured. All the essential patents for the 
Duplex are owned by this company. Negotiations for the 
purchase of the patents of the Quadruplex are pending, but 
the terms will not be settled until after the character and 
extent of its capacity for work have been more fully 
ascertained. 

" FAST " TELEGRAPHY. 

This is the favorite designation given by its friends to 
what is better known as the Automatic system. Why it 
should be called "fast" — in view of the fact that, before a 
message can be sent at all, more time must be spent in 
getting it ready for the transmission to begin than is re- 
quired to send and deliver it in the ordinary way — I have 
never been able to comprehend. 

In this review of telegraphic operations during the last 
year, it is only necessary to say concerning "fast" tele- 
graphy, that the progress of its development has been exceed- 
ingly slow. The latest attempt to utilize it in this country 
was made in 1869, on a line of one wire between New York 
and Washington, and now, at the end of five years, it stands 
about where it began. 

Although the evidence which I have accumulated is not 
sufficient to convince me that Automatic telegraphy possesses 
any value to the Western Union Company, in view of its 
control of the Duplex, and of the probable utilization of the 
Quadruplex, yet I have not failed to give careful attention 
to the subject, and whenever it shall be demonstrated that 
any system of Automatic telegraphy can be advantageously 
used on our lines it will be promptly introduced. The claim 
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that anything essential to the successful operation of Auto- 
matic telegraphy — whether by the chemical paper plan of 
Bain or the later one of Wheatstone — ^is covered by con- 
trolling patents, is without foundation. 

RESUMPTION OF DIVIDENDS. 

My last Annual Report concluded as follows: 

" "With the increase of wires already provided and now in 
progress, the capacity of which the Duplex apparatus will 
be able to double at small cost, it is believed that the 
constantly increasing volume of business, the growth of which 
will be stimulated by the present low and uniform rates, can be 
successfully handled with a less annual investment in new con- 
struction than has heretofore been necessary ; so that, with com- 
petition checked, and in process of being extinguished, the per- 
centage of expenses may be reduced, and the patience of the 
stockholders rewarded at an early day, by the resumption of 
regular dividends." 

This prediction has already been verified. At the semi- 
annual meeting of the Directors, held on the 3d day of June 
last, a dividend of two per cent, payable out of the net 
profits for the quarter ending June 80th, was declared. The 
profits for that quarter were $762,029.44. On the 2d day of 
September another dividend, for the quarter ending Septem- 
ber 80th, was declared. The profits of the second quarter 
were $882,993.85. The excess of profits for the two quarters 
over the amount required to pay the two dividends is 
$243,875. 

It LS the intention of the Directors to continue the policy 
inaugurated at the June meeting, and to divide the net 
profits quarterly hereafter, and to provide otherwise for the 
payment of such property as it may be deemed advisable 
to acquire. 

Respectfully submitted. 

WILLIAM ORTON, 

President 
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To the Stockholders of the Western Union Telegraph Company. 

The following report of the operations of the Com- 
pany for the fiscal year ended June 30, 1875, is sub- 
mitted pursuant to the requirements of the By-laws. 

The gross receipts for the year from all sources, 
except proceeds of bonds, were $9,564,574.60 ; the 
gross expenses were $6,335,414.77 ; the difference, 
$3,229,159.83, being net profit. All sums paid as 
rental for leased lines are included in the gross 
expenses. 

Compared with the preceding fiscal year, there 
was an increase in the gross receipts of $301,920.- 
62; a decrease in the expenses of $420,319.06; 
and an increase in the net profit of $722,239.68. 

There were in operation at the end of the year 
72,833 miles of line, 179,294 miles of wire, and 
6,565 oflBces. 

The number of messages transmitted during the 
year were 17,153,710, being an increase of 824,454 
over the preceding year. 
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The capital stock of the Company is $41,073,- 
410, of which the Company owns, and now has 
in the treasury $7,285,935. The diflFerence, $33,- 
787,475, is the amount of the capital stock out- 
standing, which has been increased $1,800 during 
the year by the issue of 18 shares in exchange 
for the stock of companies leased to the Western 
Union, and which have small amounts of capital 
outstanding on which interest is paid as rental. 

The bonded debt of the Company, July 1, 1874, 
was $5,946,900, of which $1,498,000 is the seven 
per cent, gold building bonds, and $4,448,900 
seven per cent, currency bonds, which mature 
November 1, 1875. 

To provide for the redemption of the bonds 
falling due in November, 1875, it was decided, in 
January last, to issue sterling bonds bearing six 
per cent, interest in gold, to an amount which 
would produce about $5,000,000 in currency, and 
arrangements were made for the sale of these 
bonds at 95, which, it was confidently expected, 
would result in disposing of the entire loan in 
Europe. But after purchasing these bonds, to 
the amount of $1,001,160, the parties with whoni 
the arrangement had been made, availed them- 
selves of an option in the agreement to cancel it. 
Subsequently, it was decided to oflFer the re- 
mainder of the issue in seven per cent, currency 
bonds at 95, and the whole amount was sub- 



scribed for within a few days. The entire issue 
of new bonds will amount to $5,001,160, and the 
product to $4,751,102 in currency, of which sum 
$4,448,900 will be applied, so far as it has not 
been done already, to the redemption of the 
bonds, amounting to that sum, which mature 
November 1st next, and the balance, $302,202, 
will go to income account to restore a portion of 
the disbursements on that account, for the new 
building, in excess of the loan. As the bonds 
maturing on the first of November are now in 
process of redemption, and the subscriptions to 
the new bonds are payable at the option of the 
subscriber at any time before November first, 
it is difficult to state the exact present condition 
of the bonded debt account. But when the 
pending transactions are completed, the whole 
bonded debt will stand as follows : 

Seven per cent, gold (dollar) building bonds, due 

May 1, 1902 $1,498,000 00 

Six per cent, sterling bonds, due March 1, 1900. . . . 1,001,160 00 
Seven per cent, currency bonds, due May 1, 1900. . 4,000,000 00 



$6,499,160 00 



Less amount of sinking fund held by the Union 

Trust Company, trustees 87,800 00 



Total funded debt $6,411,360 00 
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The net profit of the year $3,229,159 83 

has been applied as follows : 

For four Quarterly Dividends of 2 
per cent, each on Capital Stock 
outstanding (inclusive of that 
payable July 16, 1876) $2,102,354 00 

For Interest on bonds 424,334 18 

3,126,688 18 

Leaving a surplus for the year of $102,471 66 

From which an additional appropriation of $30,000 
has been paid to the Union Trust Company as 
trustees for account of the Sinking Fund. • 

The following statements show the profits and 
disbursements of the Company for nine years, 
from the date of consolidation : 

The surplus of Income Account July 1, 1866, was. $276,367 24 
The net profits for nine years, from July 2, 1866, to 

June 30, 1876, were 26,068,698 79 

Making an aggregate, June 30, 1876, of $26,334,066 03 

During which period there were disbursed : 

For dividends to stockholders (includ- 
ing dividend payable July 16, 
1876) $8,236,167 34 

For interest on the Company's bonds 3,169,831 18 

$11,394,998 62 

The balance $14,939,067 61 

is represented as follows : 

Construction of new lines, erection of additional 

wires, etc $5,373,133 46 

Purchase of telegraph lines and of the stock of com- 
panies controlled by the Western Union Co. on 
which interest or dividends are paid as rental.. 1,334,186 85 



J 
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Western Union Stock (72,859 shares) $4,054,483 OT 

Gold and Stock Telegraph Co.'s Stock (47,710 shares) 1,173,509 00 

International Ocean Telegraph Co.'s Stock (10,384 

shares) 961,556 42 

Anglo-American Telegraph Company's Stock 

(iei,308) 10,000 00 

Central District and Printing Telegraph Company's 

Stock (200 shares) 10,000 00 

Western Electric Manfuacturing Company's Stock 

(500 shares) 39,000 00 

Western Union Bonds (redeemed and cancelled).. . 1,072,345 00 

Sinking Fund — Broadway and Dey Street Mortgage 
Bonds (amount not yet used for redemption of 
bonds) 87,800 00 

Real Estate (New York City and else- 
where) $2,544,887 75 

Less amount provided from the pro- 
ceeds of bonds 1,802,202 00 

742,685 75 

Miscellaneous 80,358 97 

$14,939,057 51 



THE INTERNATIONAL OCEAN TELEGRAPH COMPANY. 

The capital stock of this Company is $1,500,- 

000, represented by 6,500 shares of preferred 

stock, entitled to dividends at the rate of 15 per 

cent, per annum, and 8,500 shares of common 

stock. The Western Union Company own $499,- 

900 of the preferred stock, and $538,500 of the 
common stock. 

The International Ocean Company has the follow- 
ing liabilities outstanding : 
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BONDS. 

Bonds of 1878, issued July 1st, 1873, 5 years' interest, 7 

per cent, gold, due semi-annually $184,000 

Bonds of 1879, issued April 1st, 1869, interest, 7 per cent. 

gold, payable November 1st and April 1st 73,900 

SCRIP. 

No. 1. Scrip dividend to common stockholders, issued 
May 1st, 1869, interest 7 per cent, gold per annum, 
payable April 1st and October Ist, redeemable at 
thirty days' notice. (Notice issued August 27th) . . . 56,000 

No. 2. Scrip dividend to common stockholders, issued 
April 13, 1870, interest 7 per cent, currency, payable 
yearly, October 1st ; redeemable October 1st, 1879. 68,000 

The operations of the International Ocean Com- 
pany for the year ended June 30, 1875, have been 
as follows : 

Receipts $298,932 83 

Ordinary expenses $81,918 07 

Reconstruction of cables 53,150 43 

135,068 50 

Net profit $163,864 33 

which has been appropriated as follows : 

Balance of loan from Western Union Tele- 
graph Co. repaid $50,000 00 

Interest on debt 27,831 78 

Bonds purchased for sinking fund 9,400 00 

Construction of new lines 4,642 40 

Concession for cable from Cuba and Porto 
Rico to the Bahama and Bermuda 
Islands 1,000 00 

Expenditures on steamship " Prof. Morse", 7,019 76 

Payments on account of new cable be- 
tween Key West and Punta Rasa. . . . 27,921 84 

127,815 78 

$36,048 55 
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The balance, together with the surplus of the 
previous year, is on hand in the treasury of the 
Company. 

A portion of the surplus has been recently 
used to purchase and cancel the $56,000 of gold 
interest bearing scrip, and it is in contemplation 
to retire the currency scrip also. 

In my last annual report reference was made 
to the possible necessity of putting down a new 
cable between Key West and Punta Rasa. That 
necessity became so pressing that in March last, 
at the request of the directors of the Inter- 
national Ocean Company, I proceeded to London 
mainly for the purpose of contracting for the con- 
struction and shipment of a new cable for that 
line, superior in quality to any that had been 
previously provided. 

A satisfactory contract for the manufacture of 
the cable was made with the India Rubber, Grutta 
Percha and Telegraph Works Company of Silver- 
town, according to specifications prepared by Sir 
Samuel Canning, under whose supervision the work 
was carried on, and in June last the completed 
cable was put on board the International Ocean 
Company's steamer ** Professor Morse," which had 
been ordered to London for the purpose of re- 
ceiving it. The steamer sailed direct for Key 
West, but during her voyage the yellow fever 
broke out at that and other gulf ports, and, be- 
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lieving it unsafe to permit the vessel to go to 
Key West [at that time, she was met on her 
arrival at the outer bar by an agent of the Com- 
pany, with instructions to proceed to Port Royal, 
where she remained until a few days ago. 

The Punta Rasa cable, which had been inter- 
rupted several times during the summer, involving 
a considerable loss of revenue, and extra ex- 
penses for temporary repairs, gave out entirely a 
few weeks ago, since when communication has 
been maintained by steamer. While this is being 
written, information has been received that the 
'* Morse " has successfully laid the new cable, 
which is working perfectly, and that telegraphic 
communication with Key West and Havana has 
been restored. 

A fault has been discovered in the cable of 
1869, between Key West and Havana, and al- 
though the use of this cable is not required for 
the present volume of traffic, the new and better 
cable of 1873 being capable of passing double the 
present number of messages, the *' Morse '' will 
proceed at once to discover and repair the fault. 
When this has been done the other cable between 
Key West and Punta Rasa will be repaired, and 
when this is done the Company will then have two 
lines of cable from Punta Rasa to Havana. 

Although the development of telegraphic business 
with Cuba has been greatly retarded by the con- 
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dition of affairs on that island, the extension of 
the West India and Panama Company's cable sys- 
tem to a connection with the cables to Brazil, 
and the recent establishment of cables along the 
coast of Chili and Peru, is bringing a handsome 
increase of traffic to the International Ocean Com- 
pany's lines, and the prospects for the future are 
most encouraging. 

MONEY TRANSFER SERVICE. 

The number of telegraphic money orders re- 
ceived during the year was 34,853. The amount 
transferred thereby was $1,963,247.06, and the 
revenue accruing to the Company was $87,219.40, 
being an increase over the revenue received 
during the preceding year of $6,889.54, or about 
85 per cent. 

The increase in the number of transfers was 
about 11 per cent., but the average amount trans- 
ferred in each case was but $56.33, against $61.83 
during the preceding year. For the first six 
months of the year the increase in revenue was 
only 6 per cent. ; but during the six months 
ended June 30 the increase was about 12 per 
cent., and there are indications of a much larger 
growth during the present fiscal year, the returns 
for July showing an increase of 13 per cent., 
and for August of 16 per cent, over the corres- 
ponding period of the preceding year. The re- 
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ceipt at a large number of offices of small sums 
aggregating about $2,000,000, and the payment of 
the same at other offices has been accomplished 
without the loss of a dollar. 

GENERAL REVIEW. 

The growth of the Company's property and 
business, during the nine years which have passed 
since the consolidation with the other principal 
telegraph lines, is shown by the following statis- 
tics : 

From 1867 to 1875 the extent of line has in- 
creased from 46,270 to 72,833 miles, and the 
wires from 85,290 to 179,294 miles, being an in- 
crease of 57 per cent, of line and 110 per cent, 
of wire. The number of offices and stations has 
increased from 2,565 to 6,565, equal to 156 per 
cent. During the same time the number of mes- 
sages transmitted has increased 192 per cent., the 
rate of tolls has decreased 51 per cent., and the 
gross receipts have increased 46 per cent. The 
average cost per message, during the same time, 
has been reduced from 67 to 37 cents, or 
about 45 per cent. The increase of 192 per 
cent, in the number of messages transmitted an- 
nually, while the mileage of wire has increased 
but 110 per cent., is explained by the fact that 
the number of messages transmitted per mile of 
wire has been increased 41 per cent. 
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The ability to make so large an increase in 
the carrying capacity of the wires is dne in part 
to improvement in their conductivity and insula- 
tion, and in part to the introduction of the du- 
plex and quadruplex apparatus, by means of 
which one wire is made to do the ordinary work 
of two, three, or four wires. By means of this 
apparatus, during the past year, the Company has 
had the use of more than 30,000 miles of what 
may be called '* phantom wire,'' which has cost 
nothing to provide, repair and maintain, except 
the cost of the new apparatus, which is but little 
more expensive than that in general use, and is 
adapted to all the ordinary requirements. 



THE TARIFF OF MESSAGE RATES. 

No general change has been made in message 
rates during the year. In February last, pursu- 
ant to previous public announcement, the rates on 
the lines of the Atlantic and Pacific Telegraph 
Company, between Boston, Albany and Washing- 
ton, and intermediate stations, were reduced to a 
uniform rate of twenty-five cents. A correspond- 
ing reduction was made by this Company, which 
took eflFect on the same day. The reduced rates, 
after having been in operation about six months, 
were abandoned by an arrangement between the 
companies, and the former rates restored. 
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The fact that at the end of nine years, during 
which time the number of messages has increased 
192 per cent., and the average cost per message 
has been reduced 45 per cent., it now costs this 
Company an average of 37 cents per message for 
more than 17,000,000 messages, must be accepted 
as conclusive proof that a Company possessing 
small facilities compared with ours, cannot realize 
profit from transmitting messages at the rate of 
twenty-five cents each. It undoubtedly proves 
more than this — in view of the further fact that 
the cost to this Company during the past year 
for operators and messengers' wages was an 
average of twenty-one cents per message, and the 
repair and maintenance of lines cost five cents 
per message — and that is, that the Western 
Union Company derives no profit from the transmis- 
sion of messages at the rate of twenty-five cents, 
even within the short distance of twenty-five 
miles, which is the limit of that rate. 

Previous to 1869 but little effort had been 
made to introduce order and system into the 
rates charged for messages. In October of that 
year a system was inaugurated for the computa- 
tion of rates by air-line distances. But these 
rates were different for like distances in different 
sections of the country. 

In May, 1871, all charges above $5.00 were 
discontinued, and that sum was made the maxi- 
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mum rate for the greatest distances. Although 
some of the rates previously in force were as high 
as $10.00 per message, and the average rate between 
the Atlantic and Pacific coasts was over $6.00, 
the reduction of the maximum rate to $5.00 was 
not followed by any apparent loss of revenue. 
On the contrary, it was evident that the increase 
in the number of messages more than made up 
for the reduction in rates. But whether this in- 
crease resulted more from the reduction than 
from the natural tendency of the business to in- 
crease, cannot be positively stated. ^bsequent 
investigation developed the fact that about 90 per 
cent, of the revenue from messages was derived 
from rates not exceeding $2.50 per message, and 
in February, 1873, the maximum rate was re- 
duced from $5.00 to $2.50. On July 1, 1873, 
the rates were still further reduced, and the tarift 
system simplified by making the rate uniform for 
like distances in all sections of the country, and 
by reducing the number of rates to ten (25, 30, 
40, 50, 75, $1.00, 1.25, 1.50, 2.00, 2.50). 

The reductions in message rates made by this 
Company during the past nine years have been 
greater in the aggregate than have ever been 
made upon the entire traffic of any other tele- 
graph system, private or governmental, in the 
same period of time. 

When, nearly six years ago, the British Govern- 

2 
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ment acquired possession of the telegraphs, a uni- 
form rate of one shilling sterling was established. 
This was equivalent to an average reduction of 
about thirty-three per cent, of the rate previously 
in force, and the present rate is not materially 
less for like average distances than the rate now 
charged by this Company. 

Under the energetic management of Frank Ives 
Scudamore, Esq., C. B., extensive additions were 
made to the British telegraph lines, the most ap- 
proved apparatus was introduced, and every de- 
partment of the service was increased in efficiency. 
The result has been an enormous increase in the 
number of messages and a corresponding increase 
of revenue. But the expenses have increased in 
a still greater ratio, so that at the end of the 
last fiscal year, March 31, 1875, the deficiency in 
the sum required for the expenses of the year, 
including interest at the rate of three per cent, 
per annum upon the capital, was more than one 
million dollars. . 

The following table is taken from the report of 
a special commission appointed by the British 
Treasury to investigate the Postal Telegraph Ac- 
counts, dated July 17, 1875: 



Year ended — 



March 31, 1871. 

" 1872. 

" 1873, 

" 1874. 

" 1876. 



Number of Messages. 



Swrphis of Income over 
Working Ea^enses. 



1 



9,860.177 
12,473,796 
15,535,780 
17,821,530 
19,253,120 



\ 



£ 

303,456 

159,834 

103,120 

90,033 

36,726 



8. d. 

13 5 

12 8i 

2 8f 

6 llf 
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As much stress has been laid upon the fact 
that the English rate is for a message of twenty 
words instead of ten, as in this country (date, ad- 
dress and signature are sent free in both coun- 
tries), it is proper to take notice of it in this 
connection. It appears, however, from the ojficial 
report, from which the above exhibit is taken, 
that, although the British public have the privilege 
of sending twenty words, this privilege is only 
partially availed of ; for, in an aggregate of more 
than eighteen millions of messages per annum, the 
average number of ^words per message was but 
seventeen. The inference is plain — that if the in- 
ducement to send so many words without extra 
charge had not been presented to every customer 
by the twenty vacant spaces on the blank form 
on which every message was required to be writ- 
ten, the average number of words per message 
sent would have fallen below seventeen. 

The result of governmental operation of the 
telegraph in England does not differ essentially in 
results from governmental management of other 
kinds of business. As compared with private, 
governmental management of telegraphs, railwaj^s, 
canals, ship building, manufacturing and other kinds 
of business, is invariably more expensive and 
rarely more satisfactory in any respect. 
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THE ATLANTIC CABLE. 



During the year covered by this report, the 
United States Direct Cable Company has con- 
tinued its eflForts to establish telegraphic communi- 
cation by an independent line between Great Brit- 
ain and the United States, and although these 
eflForts were not successful until after the close of 
the fiscal year, the completion of the new line 
had been accomplished before the preparation of 
this report commenced. 

In May last, the Anglo-American Telegraph 
Company, owning three cables between Valentia, 
Ireland, and Sydney, N. S., via Newfoundland, and 
one between Falmouth, England, via Brest, France, 
and the Island of St. Pierre and Duxbury, Mass., 
reduced the rate for trans-Atlantic messages from 
four shillings to two shillings sterling per word. 
When the United States Direct Company's cable 
was opened for business in September last, the 
rate was fixed by both Companies at one shilling 
(twenty-five cents coin) per word. 

During the period of about four months, while 
the two-shilling rate was in force, the number of 
cable messages increased about thirty-five per cent, 
over the number transmitted during the corre- 
sponding period of the preceding year. The shil- 
ling rate had been in operation less than a month 
when the new cable failed ; thereupon the Anglo- 
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American Company restored the four-shilling rate, 
in force prior to the reduction which it had made 
in May last. 

Although, by the terms of a contract entered 
into five years ago, the cables of the Anglo- 
American Company connect exclusively with the 
lines of the Western Union Company, the latter 
has no voice in deciding what the rates for trans- 
Atlantic messages shall be. This Company receives 
a portion of the tolls on cable messages between 
New York and European stations, which tolls are 
fixed by the Anglo-American Company. As the 
Western Union Company has been severely cen- 
sured on account of the advance in cable rates, 
justice seems to require this statement of the facts. 
This Company has no more power to fix the 
rate for a cable message to Europe than to fix 
the rate for passage by steamer across the At- 
lantic. It is proper to add, however, that, on 
receipt/ of notice of the intention to advance the 
rate from one shilling to four shillings per word, 
an earnest request was sent to the Manager of the 
Anglo Companj' in London to have their action 
reconsidered, and the rate fixed at two shillings a 
word. Our request was declined on the ground 
that the revenue at the reduced rates had proved 
entirely inadequate to insure the permanent main- 
tenance of the cables and the expense of operating 
them, and aflFord the proprietors any return upon 
their investment. 
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IMPROVED APPARATUS. 



It has been known for years all over the world 
that signals could be transmitted through a wire 
much more rapidly by machinery than by hand, 
but the attempt to utilize this fact, by the substi- 
tution of machinery in the transmission of mes- 
sages for the key in the hand of the operator, 
has never been successful, for the reason that the 
process is not economical, either in respect to time 
or labor. A single message can be transmitted 
and copied in less time by the hand (Morse) 
process than by any other (except by the printing 
telegraph, which, for well understood reasons, is 
not adapted to general use). What the public 
require is that each message shall have immediate 
dispatch, and they have no other interest in 
knowing that, by waiting awhile, the mere act of 
transmitting the signals which represent their mes- 
sages can be performed by a beautiful process at 
an extraordinary rate of speed, except to know 
what to avoid. 

The transmission and copying of a message at 
the other end of the circuit by the hand (MorstO 
process, are simultaneous acts, both of which can 
be accomplished in as short time as a message 
can be prepared for transmission by the so-called 
automatic process, and both of which can be per- 
formed in less time than a message can be trans- 
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lated after it has been transmitted by the 
automatic process. So that, when the ad-, 
mirers of this mode have proved conclusively 
that the act of transmission by their process takes 
no time at all, they prove too much, because even 
then the time during which a message must inevit- 
ably remain in their hands, is twice as long as 
is necessary with the other process. We have, 
therefore, declined to introduce processes, whatever 
their advantages otherwise might be, the substitu- 
tion of which for those we now use would inevit- 
ably increase the time required for the delivery of 
a message at its destination. 

The duplex and quadruplex apparatus, of which 
previous mention has been made herein, are fully 
realizing the expectations formed a year ago and 
set forth in my last annual report.. 

As the assertion has been frequently published 
that this Company does not control the patents 
for the quadruplex apparatus, it is proper to 
state here that the process known by that name 
was developed by Thomas A. Edison, assisted by 
George B. Prescott, the electrician of the Com- 
pany, while Edison was fulfilling an agreement 
made with me to perfect improvements upon the 
Stearns duplex apparatus owned by this Com- 
pany; and that subsequently a written contract 
for the sale of the quadruplex patents to this 
Company was executed by both parties, and 
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the sum of ten thousand dollars paid to them 

thereon. 

It is true that, in face of these facts, one of 
the parties deliberately undertook to deprive 
the Company of that which he had sold to 
it, by giving subsequently a pretended title to 
another party ; but the right of this Company to 
own and control exclusively that which it has 
purchased in good faith and partly paid for, will 
not, we think, be seriously disputed to the extent 
of a legal trial. 

On account of the conflicting claims which 
have been set up, no patents covering the quad- 
ruplex apparatus have yet been issued in this 
country ; but it is believed that such issue must 
take place during the coming season, and the 
control by this Company of the quadruplex method 
be thereby made complete. 

Careful attention is constantly being given to 
the subject of improvement in telegraphic modes 
and apparatus, and neither pains nor expense 
will be spared to secure for the Company the 
use of whatever will tend to promote the eflfi- 
ciency of the service in the future. 

Respectfully submitted. 

WILLIAM ORTON, 

President, 
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To ike Stockholders, 

In pursuance of a requirement of the By-Laws, the Ex- 
ecutive Committee have directed me to submit the follow- 
ing report of the operations of the Company for the fiscal 
year ended June 30, 1876 : 

The gross receipts for the year, from all sources, were 
$10,084,983.66; the gross expenses, $6,635,473.69; and the 
net earnings, $3,399,509.97. As compared with the preced- 
ing year, there was an increase of $470,409.06, or 4.9 
per cent in the gross receipts ; $300,058.92, or 4,7 
per cent, in the gross expenses ; and $170,350.14, or 5.2 
per cent in the net profits. 

On the first day of July, 1875, the Company operated 

72,833 miles of line, 179,496 miles of wire and 6,565 

ofiices. At the close of the year ended June 30, 1876, 

there were in operation 73,532 miles of line, 183,832 miles 

of wire, and 7,072 offices. The increase during the year 

has been 699 miles of line or 0.9 per cent, 4,336 miles 

of wire or 2.4 per cent, and 507 offices or 7.7 per cent. 

Since the close of the year we have acquired by pur- 
chase and lease the lines of the Southern and Atlantic 

Telegraph Company, embracing 2,329 miles of line, 3,778 

miles of wire and 105 offices ; and the American Telegraph 
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Company of Michigan, possessing 430 miles of line and 
41 offices. 

Arrangements for exclusive connection have also been 
made during the year, and since its close, with the wires 
controlled by the following railroad companies, which were 
previously operated in connection with another telegraph 
line : Delaware and Hudson Canal Company, Ulster and 
Delaware Eailroad Company, Ehinebeck and Connecticut 
Eailroad Company, Adirondack Eailroad Company, Canada 
Southern Eailroad Company, and the Lake Ontario Eail- 
road Company. 

There were in use on the lines of the Company, jat the 
close of the fiscal year. 8,437 sets of instruments for read- 
ing by sound, 18 printing instruments, 1,729 recording in- 
struments, 11,186 relay magnets, 11,366 transmitting keys, 
253 repeaters, 4,328 switchboards, 4,138 cut offs, 8,201 light- 
ning arresters, and 93,819 cells of battery. 

The cost of new instruments and apparatus for the year 
was $95,460.71, all of which was charged to working expenses. 
There were expended for repairs of line $563,847.32, 
and $386,779.35 for reconstruction, making a total expendi- 
ture for maintenance of line of $950,626.67, an increase 
over the previous year of $122,549.18. 

The number of messages transmitted during the year 
ended June 30, 1875, was 17,153,710, and for the year 
ended June 30, 1876, 18,729,567, being an increase of 
1,575,857, or 9,2 per cent This includes press reports 
sent, reduced to messages on the basis of 30 words to 
each message. The average toll collected upon each mes- 
sage in the year ended 30th June, 1875, was 54 cents, 
the average cost of transmission 35 cents, and the average 
profit per message 19 cents ; while for the year ended 
30th June last the average toll was 50.9 cents ; average 
cost 33.^ cents, and average profit 17.4 cents. 
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The capital stock of the Company is $41,073,410, of 
which the Company owns and has in the treasury $7,272,- 
236. The difference, $33,801,175, fs the amount outstand- 
ing, which has been increased $13,700 during the year by 
the issue of 137 shares in exchange for the stock of com- 
panies leased to the Western Union, which have a portion 
of capital still outstanding on which interest is paid as. 
rental. 

The bonded debt of the Company, which at the time; 
of the last Annual Eeport was in a state of change, because 
of the issue of new bonds and the redemption of the bonds 
falling due November 1, 1875, stood, when all the trans- 
actions were completed, as follows : * 

Seven per cent, gold (dollar) Building Bonds, duo May 1st, 

1902 $1,498,000 00>" 

Six per cent. Sterling Bonds, due March Ist, 1900 1,001,160 00 

Seven per cent. Currency Bonds, due May ist, 1900 4,000,000 00- 

Bonds of 1876, not presented for redemption, but interest 

thereon stopped 9,200 00 

The issue of new bonds, which amounted to $5,001,160,. 
produced $4,751,102, of which sum $4,448,900 was applied, 
to the redemption of the bonds which matured November 
1st, 1875, and the balance — $302,202 — was appropriated on-, 
account of the disbursements for the new building in excess, 
of the original loan. 

There has been redeemed during the year by the trus- 
tees of the sinking fund $12,000 of the seven per cent, 
currency bonds, so that on June 30, 1876, the aocount of 
the bonded debt stood as follows : 

Seven per cent, gold (dollar) Building Bonds, due May 1st, 

1902 $1,498,000 00 • 

Six per cent. Sterling Bonds, due March 1st, 1900 1,001,160 00 

Seven per cent. Currency Bonds, due May 1st, 1900 3,988,000 00 

Bonds of 1875, not presented for rodemptiiu 9,200 00 
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Less Amount of Sinking Funds and accrued interest there- 
on held by the Union Trust Company, Trustees $164,240 66 



Total funded debt...f $6,332,119 36 



From the net profits of the year $3,399,500 97 

there has been disbursed : 

For three dividends, two of 2 per cent each 
and one of 1^ per cent (payable July 16, 
1876) on Capital Stock outstanding $1,868,200 60 

For interest on Bonds 619,712 68 

For Sinking Fund appropriations 80,094 00 



$2,468,007 08 



Leaving a surplus for the year of 941,602 89 

From which surplus there has been appropriated 
during the year, in payment of liabilities in- 
.curred during the preceding year, in which 
.the disbursements on account of the new 
building and the construction of new lines 
(together amounting to $1,042,866.07) ez- 
.•eeeded the net revenues and the surplus of 
the proceeds of the new bonds by $333,769 87 

For. construction of new lines, erection of addi- 
tional wires, etc 296,775 82 

For Southern and Atlantic Telegraph stock — 

purchased 13,277 shares 177,104 60 

For .Broadway and Dey street building — final 

payments 97,134 11 

For sundry Stocks, Patents and Real Estate. 19,987 00 



924,761 30 



Balance $16,741 69 

The remainder, $16,741.59, has been carried into the 
general income account, the whole being represented in the 
following exhibit of the profits and disbursements of the 
•Company from the date of consolidation, ten years ago : 

The surplus of income account July 1, 1866, was $276,367 24 

The net profits for ten years, from July 1, 1866, to June 30, 

1876, were 29,468,208 76 

Making an aggregatej June .30, 1876, of $29,733,666 00 
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During which period there was applied: 

For dividends to Stockholders (including divi- 
dends payaWe July 15, 1876) $10,093,367 84 

For interest on the Company's bonds 3,679,543 76 

Discount on bonds 250,058 00 

$14,022,969 60 



The balance.. $15,710,596 40 

is represented as follows: 

Construction of new lines, erection of additional wires, etc. . $5,667,110 79 

Purchase of telegraph lines and of the stocks of companies 
controlled by the ^JVestern Union Company, on which 
interest or dividends are paid as rental 1,522,196 23 

Western Union stock (72,722 shares) 4,054,407 19 

Gold and Stock Telegraph Company's stock (47,810 shares).. 1,167,509 00 

International Ocean Telegraph Company's stock (10,385 shares) 961,606 42 

Anglo-American Telegraph Company's stock (£1,308) 7,500 00 

Central District and Printing Telegraph Company's stock (200 

shares) . 10,000 00 

Western Electric Manufacturing Company's stock (500 shares) . 50,000 00 

Western Union Bonds (redeemed and cancelled) 1,084,345 00 

Sinking funds (portion not yet used for redemption of bonds, 

exclusive of accrued interest due by Trustees)..'. 155,894 00 

New BuUding $2,295,639 52 

Less amount provided from the proceeds of 

bonds 1,802,202 00 



493,437 52 

Road estate other than new building 339,767 34 

Sundry Railroad Bonds and Stocks 14,135 00 

Supplies and Material on hand 318,595 76 

Bcserved for interest on Bonds and Sinking Funds, accrued 

to June 30th but not yet payable 106,086 64 



$15,952,590 89 

Less the amount applied from the profits, to make good the 

discount on the bonds. 250,058 00 



$15,702,532 89 
Surplus 8,063 51 



Total surplus $15,710,596 40 
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INTEBNATIONAL OCEAN TELEGBAPH COMPANY. 

The Capital Stock of this Company is $1,500,000 00 

Of which the Western Union Company owns 1,038,500 00 

And the International Ocean Company owns 98,700 00 

Of the stock previously owned by the International Ocean 
^J'elegraph Company, 800 shares were issued during the year 
in lieu of cash, in payment of a portion of a dividend on 
the preferred stock, under which the preference was extin- 
guished. 

The funded debt of the Company is as follows : 

Bonds due July 1, 1878, 7 per cent gold, interest* payable 

semi-annually $168,000 00 

Bonds due April 1, 1879, 7 per cent, gold, interest payable 

semi-annually 73,900 00 

Scrip Dividend due October 1, 1879, 7 per cent, currency, 

interest payable annually. 65,416 00 

Scrip Dividend (called in October 1, 1875). Balance not yet 

presented for redemption 376 00 

$307,692 00 

There has been redeemed during the year with the Sink- 
ing Fund $16,000 of the Bonds of 1878. There has also 
been redeemed $55,624 of the 7 per cent gold scrip, 
which was called in on October 1st, 1875, and $2,584 (at 
a cost of $2,325.60) of the 7 per cent, currency scrip, fall- 
ing due October 1st, 1879. 

The operations for the year ended June 30th, 1876, were 
as follows : 

Receipts , $316,276 74 

•Ordinary Expenses.- $77,501 65 

Repairs of Cables 17,951 11 

95,462 76 

Profits $220,823 98 

Adding the surplus, July 1st, 1875 66,679 82 

Gives a total of $287,408 80 
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which has been appropriated on account of the following 
disbursements made during the year: 

For 'dividend on Preferred Stock (less $15,000 paid in Com- 
mon Stock owned by the Company, instead of in cash).. $146,700 00 

For Scrip redeemed at par 55,624 00 

For Scrip purchased at 90 per cent 2,325 60 

For Interest on Bonds and Scrip 24,906 62^ 

For Sinking Fund appropriation, one year 24,000 00 

For Cable Steamer Professor Morse (repairs and expenses 

when not in service) 21,744 10 

For Construction — Land Lines 928 00 

Surplus 11,175 48 

$287,403 80 

The sum of $68,818.04, on account of the new cable 
laid last year between Key West and Punta Eassa, is pay- 
able out of the profits of the current six months, which 
will be ample for the purpose. 

Among the receipts of the Western Union Company for 
the past year were $125,00() for dividend on 5,000 shares of 
preferred stock of the International Ocean Telegraph Com- 
pany. 

^ By the terms of the original subscriptions, as well as of 
the stock certificates, it was stipulated that the prior right 
to dividends upon the preference shares might be extin- 
guished by the payment at one time of twenty-five per 
cent of the par of such shares. The affairs of the I. O. T. 
Co. had been brought into such a favorable condition, and 
the profits of the year being ample for the purpose, the 
stockholders, both of the common and the preferred shares, 
decided to avail themselves of this option, and the payment 
was made accordingly. A few stockholders elected to accept 
stock instead of cash, and 300 shares were used for that 
purpose. These shares had been purchased with the net 
earnings of the Company, and constituted part of its surplus. 
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As the Western Union Company held about the same 
proportion of the common stock as it held of the pre- 
ferred, the amount received from the preference dividend 
was substantially the same as it would have received had 
a like amount of the profits of the L O. T. Co. been divided 
ratably among all its stockholders, the preferred and common 
being treated alike. Thus the apparent depreciation of the 
value of the I. O, T. Co.'s "preference" shares owned by 
the Western Union Company is fully compensated by the 
appreciation of what were before known as the "common" 
shares, of which it owned a larger amount 

In April last one of the cables between Key West and 
Havana, which had failed entirely several months before, 
was thoroughly repaired by the substitution of a piece of 
new and larger cable for the faulty portion removed, and 
the I. O. T. Co. now has two perfect cables extending 
from Punta Rassa to Key West, and thence to Havana. 
The land lines in Florida have also been put in more effi- 
cient condition, and the Company is better prepared than 
ever before to handle promptly its improving traffic 

REDUCTION OF MESSAGE RATES. 

The decrease in the average tolls during the past year, 
as compared with the preceding year, was 8.5 cents per 
message, or 6.6 per cent, upon the entire traffic of the 
Company. 

The average decrease of rates during the preceding ten 
years was 7.6 per cent per annum, which shows that the 
decrease last year was 1 per cent, less than the average. 

During the past ten years the annual average increase 
in the number of messages transmitted by the Company 
has been 13.8 per cent, while the increase in the mileage 
of wire has been 9.3 per cent 

These data apparently indicate that the increase in the 
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traffic is proportional tb and about equally due to increased 
facilities and reduction in the rates. 

MONEY TRANSFER SERVICE. 

The number of telegraphic money orders received during 
the year was 37,190. The amount transferred thereby was 
$2,623,904.11, and the revenue accruing* to the Company 
was $99,637.89, being an increase over the revenue re- 
ceived during the preceding year of $12,418.49, or about 
14.8 per cent 

The increase in the number of transfers was aboat 6.8 
per cent., and the average amount transferred in each case 
was $70.54, against $66.33 during the preceding year. 

PNEUMATIC TUBES. 

During the past year the central offiice in New York 
has been connected with the branch offices at No. 14 
Broad street, No. 134 Pearl street, and the Cotton Ex- 
change by pneumatic tubes. The tubes are made of brass, 
each 2i inches internal diameter and |^ths of an inch 
thick, and are laid under the pavements in the streets at 
a depth of three feet 

Messages are sent from the central office to the several 
branch offices by compressed air, and from the branch 
offices to the central office by atmospheric pressure or 
vacuum. The motive power is furnished by a 50 horse 
power duplex engine situated in the basement of the central 
office, which operates two double acting air pumps commu- 
nicating with the compressed and vacuum mains terminating 
in the operating room. These are connected to the tubes 
extending under the streets by means of double sluice 
valves, which are so constructed thai carriers containing mes- 
sages may be sent through the tubes in either direction by 
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turning a cock connected with the compressed or exhaust 
air main& 

With the usual pressure employed — six pounds to the 
square inch — the time occupied in transmitting a box or 
carrier containing messages between the central office, corner 
of Broadway and Dey street, to the office at No; 14 Broad 
street (700 yards),* is about 40 seconds ; and between the 
central office and the offices at No. 184 Pearl street and 
the Cotton Exchange (900 and 1,100 yards each), about one 
minate and five seconds and one minute and twenty seconds 
respectively. 

The operation of the pneumatic tubes is very satisfac- 
tory, resulting in a material saving both in time and money. 

The total cost of the system is less than $30,000, and 
about one half of the outlay will be saved annually, to 
say nothing of the saving in time, by the decreased cost 
of performing the service by pneumatic tubes between these 
station as compared with the former cost by wire. 

There are several other offices in the city where the traffic 
is large enough to warrant their connection by pneumatic 
tubes with the central office, and it is probable that the 
system will be extended to some of them after its value 
has been more fully ascertained, 

GENERAL REVIEW. 

On the first day of July, 1866, ten years ago, the 
organization of the present Western Union Company was 
completed by the consolidation of the leading telegraph 
companies in the United States. During the period that 
has since elapsed the Company has increased the extent 
of its lines from 87,380 to 73,532 miles ; its wires from 
75,686 to 183,832 miles ; its offices from 2,250 to 7,072, 
and the number of messages annually transmitted from 
5,879,282 to 18,729,567, while at the same time it .as 
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reduced the average tolls per message from $1.05 to 50.9 
cents, and the average cost of performing the service from 
60.5 cents to 33.5 cents per message. 

Thus it will be seen that the mileage of line has been 
increased 96 per cent, the mileage of wire 142 per cent, 
the number of offices 214 per cent., the number of mes- 
sages annually transmitted 219 per cent, and the tolls re- 
duced 52 per cent 

During this period of ten years in which the Company's 
wires, offices and traffic have doubled and trebled in num- 
ber and extent, the 'capital stock outstanding has been re- 
duced from $41,073,410 to $33,801,175, the difference, 
$7,272,235, being in the treasury, and other property 
acquired representing an aggregate value of nearly $12,- 
000,000. 

These results will compare favorably with those of any 
other corporation carrying on a business of like public im- 
portance in this country during the same time. 

For the year ended December 31, 1874 — the last year 
for which complete official returns have been received — 
the total number of messages transmitted in Europe was 
58,141,934; the total receipts $19,980,275, and the expendi- 
tures $22,872,934. 

The average tolls per message, as will appear from these 
figures, was 34.8 cents, while the average cost of per- 
forming the service was 39.3 cents, the excess of ex- 
penditures over receipts being $2,892,656. 

From this it will be seen that the average cost of trans- 
mitting telegrams in Europe is 5.8 of a cent more than 
the average cost of transmission by this Company, 

The following tables will show the annual increase and 
annual per centage of increase in the lines, wires, offices and 
traffic of the Company, from June 30, 1866, to June 30, 
1876: 
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StatemerU showing the annual percentage of increase in Vie Lines^ Wires, Offices and 
Traffic, and decrease in the Rates of Tolls from June 30, 1866, to June 30, 1876. 



Year. 


PER( 

Mileage 
of Line. 


RENTAGE 

Mileage 
of Wire. 


F INCREASl 

No. of 
CMBces. 


BIN 

No. of 
Messages. 


Percentage of 
Decrease in the 
Rates of Tolls. 


1867 


23.8 


12.7 


14 






1868 


8.5 


14.4 


25.5 


8.9 


.5 


1869 


3.8 


7.1 


12 


23.8 


14.6 


1870 


3.9 


7.2 


10.1 


15.4 


15.4 


1871 


3.6 


8 


15.9 


16.2 


7.9 


1872 


10.7 


13.2 


13.7 


16.8 


4.7 


1873 


6 


12.6 


9.5 


16.1 


5.6 


1874 


8.9 


13.7 


7 


13 


12.3 . 


1876 


1.7 


2.1 


5 


4.8 


.7 


1876 


1 


2.4 


7.7 


9.2 


6.6 


Average annual ) 
increase, 


7.2 


9.3 


- ... 
12 


13.8 


Average annual 
decrease, 
7.6 


Total increase, 


96 


142 


214 


219 


Total ro 

decrease. 



The decrease in the total liabilities of the Company during 
the past nine years is shown by the following statement: 

June 90, 1867. June 80, 1876. 

Capital Stock $41,073,410 00 $33,801,175 00 

Bonded Debt 5,152,200 00 6,332,119 00 

Total Capital and Debt $46,225,410 00 $40,133,294 00 

Decrease f $6,092,116 00 

Capital and Debt per mUe of line :...... .$999 44 $545 79 

" " " " wire 54198 218 31 

But, whereas, nine years ago the capital and debt of the 
Company were represented only by the lines, wires, appa- 
ratus and office fittings then in use, the present reduced 
capital and debt represent double the lines and wires, treble 
the apparatus and office appliances, and in addition, assets 
worth several millions, oi ^\i\e^ ^'L^^^^^^^^ \^ xs\ ^'^-^ '^^^^^isfc. 
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These gratifying results are mainly due to these causes : 
First, to the extension of lines and the decided improve- 
ments which have been made in their construction and 
maintenance; to improvements in apparatus, including the 
introduction of the duplex, quadrupleix and other new 
methods of transmission, by which the carrying capacity of 
the lines and the working capacity of apparatus has been 
greatly increased; and, secondly, to the unification of the 
entire system, which is an essential requisite to the proper 
conduct of a business covering so vast an area and embrac- 
ing so many and such a variety of details. By the consoli- 
dation under one central management, it has been pracdcable 
to keep in view at all times the definite purpose of affording 
the public the best facilities for quick and accurate commu- 
nication at reasonable, and, as far as possible, uniform rates. 

The advantages which have resulted from this policy are 
already manifest in the steadily increasing traffic, and in the 
marked improvements which have been wrought in every 
department of the service; and it is but reasonable to ex- 
pect that a continuance of the same policy will effect at 
least an equal degree of improvement during the same 
period in the future, and yield a like satisfactory return 
to the owners of the property. 

The cheerful and zealous cooperation which has been 
rendered by the general and district superintendents, by 
managers, and operators, and, indeed, by all classes of the 
Company's employes, has contributed in no small degree to 
the success which has been achieved, and makes this re- 
cognition a duty, the discharge of which, I hope, will be 
as acceptable to them as it is grateful to ma 

Respectfully submitted, 

WILLIAM ORTON, 

PresidenL 
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ANNUAL REPORT 



OP THE 



IPresibent of % Western ^nion Celegrapj^ Company. 



In pursuance of a requirement of the By-Laws, I submit 
the following Report of the operations of the Company for 
the fiscal year endeJ June 30th, 1877 : 

FINANCIAL STATEMENT. 

The capital stock of the Company is $41,073,410, of 
which the Company owned, and had in its treasury on 
June 30th, 1877, $7,255,335. The difference, $33,818,075, 
is the amount which was outstanding upon that date, and 
was increased $16,900 during the year, by the issue of 
169 shares in exchange for the stock of companies leased 
to the Western Union Company, which have a portion of 
capital still outstanding upon which interest is paid as 
rental. 

The bonded debt of the Company at the close of the 
year was as follows : 

Seven per cent GoM Building Bonds, due May 1st, 

1902 $1,498,000 00 

Six per cent. Sterling Bonds, due March 1st, 1900.. 991,440 00 

Seven per cent. Currency Bonds, due May 1st, 1900. 3,959,000 00 

$6,448,440 00 

Less amount of Sinking Funds and accrued interest 

thereon, held by the Union Trust Company 

Trustees 209,401 78 

Total bonded debt $6,239,038 22 

During the year $1,000 of the Currency Bonds of 1900, 
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and $9,720 (£2,000) of the Sterling Bonds of 1900, were 
redeemed by the Trustees of the Sinking Funds. There 
was also purchased and cancelled $28,000 additional of 
the Currency Bonds of 1900, with the balance of the Sink- 
ing Fund appropriation for such bonds of the previous 
year, which was returned to the Company by the Union 
Trust Company Trustees, because the holders of the drawn 
bonds did not all present them for redemption. The $9,200 
of Bonds of 1875, outstanding at the close of the previous 
year, were also paid during the year, the holdera having 
presented them for redemption. 

The gross earnings for the year from all sources were $9,812,362 61 
The gross expenses, including rental of leased lines. 6,672,224 94 

Net Profits $3,140,127 61 

There has been disbursed — 

For four quarterly dividends of 1^ per cent. each. . $2,028,619 50 

For interest on Bonds 454,685 08 

For Sinking Fund appropriations 80,005 35 

$2,563,309 93 

Surplus of net revenue for the year, after paying 
dividends, interest on Bonds and Sinking Fund 
appropriations $576,817 74 

From which surplus there has been appropriated — 

For construction of new lines, erection of additional 

wires, etc $452,118 85 

For American Tel. Co.'s (of Michigan) Stock pur- 
chased 36,785 50 

For Southern and Atlantic Tel. Co.'s Stock pur- 
chased 20,874 00 

For Pacific and Atlantic Tel. Co.'s Stock purchased. 12,140 00 

For sundry other TeL Co.'s Stock, Lines, etc., pur- 
chased 32,914 25 

. — $554,832 60 

Balance. 21,985 14 

$3,140,127 67 

The balance of $21,985.14 has been carried into the gene- 
ral income account, the whole being represented in the fol- 



lowing exhibit of the profits and disbursements of the Com- 
pany for eleven years from the date of consolidation, July 
1st, 1866: 

The surplus of income account July 1st, 1866, was $275,357 24 
The net profits for eleven years from July 1st, 

1866, to June 30th, 1877, were 32,598,336 43 

Making an aggregate, June 30th, 1877, of. $32,873,693 67 

During this period there was applied — 

For dividends to Stockholders (including dividend 

payable July 14th, 1877) $12,121,987 34 

For interest on Company's Bonds 4,134,228 84 

Reserved for interest on Bonds and Sinking Funds, 

accrtted to June 30th, but not yet payable. . . . 106,086 64 

Discount on Bonds of 1900 250,058 00 

$16,612,360 82 



The balance $i6,26i,332 85 

is represented as follows : 

Construction of new lines, erection of additional wires, etc }6,128,887 89 

Purchase of Telegraph Lines and of the Stocks of Companies 
controlled by the Western Unioft Company, on which in- 
terest or dividends are paid as rental 1,615,101 73 

Western Union Stock (72,553 shares) 4,054,407 19 

Gold and Stock Telegraph Company's Stock (47,810 shares) 1,167,509 00 

International .Ocean Telegraph Company's Stock (10,385 shares).. 961,606 42 

Anglo-American Telegraph Company's Stock (£1,308) 7,500 00 

Central District and Printing Telegraph Company's Stock (200 

shares) 10,000 00 

Western Electric Manufacturing Company's Stock (500 shares)... . 50,000 00 

Western Union Bonds (redeemed and cancelled) 1,123,145 00 

Sinking Funds (portion not yet used for redemption of Bonds, ex- 
clusive of accrued interest due by Trustees) 197,099 35 

Broadway and Dey Street Building $2,295,639 52 

Less amount provided from the proceeds of Bonds. 1,802,202 00 



493.437 52 

Real estate, other than new building 339,917 34 

Sundry Railroad Bonds and Stocks 14,135 00 

Supplies and Material on hand 273,558 63 

Surplus June 30th, 1877 75,086 78 



$16,511,.390 86 
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Less the amount which was applied from the profits, to make good 

the discount on the Bonds of 1900 $250,068 00 



Total surplus of Income Account June 30th, 1877 $16,261,332 86 

LINES, WIRES, OFFICES AND TRAFFIC. 

On the first day of July, 1876, the Western Union Company 
operated 73,532 miles of line, 183,832 miles of wire, and 7,072 
offices. At the close of the year ended June 30th, 1877, there 
were in operation 76,955 miles of line, 194,323 miles of wire, 
and 7,500 offices. The increase during the year has been 3,423 
miles of line, or 4.6 per cent, 10,491 miles of wire, or 5.7 
per cent, and 428 offices, or 6 per cent. 

There were in use on the lines of the Company, at the 
close of the fiscal year, 10,306 sets of instruments for reading 
by sound, 9 printing instruments, 1,639 recording instru- 
ments, 220 repeaters, 183 duplex instruments, 113 quadru- 
plex instruments, 98,558 cups of main battery, and 21,996 
cups of local battery. 

The cost of new instruments and apparatus for the year, 
amounting to $91,342.15, has been charged to working ex- 
penses. 

There were expended for repairs of line $531,068.35, and 
$334,379.54 for reconstruction — making a total expenditure 
for maintenance of line of $865,447.89 ; a decrease over the 
previous year of $85,178.78. 

The number of messages transmitted during the year 
ended June 30th, 1876, was 18,729,567, and for the year 
ended June 30th, 1877, 21,158,941 — being an increase of 
2,429,374, or 12.9 per cent This includes press reports sentj 
reduced to messages on the basis of 30 words to each mes- 
sage. The average tolls upon each message for the year 
ended June 30th, 1876, were 50.9 cents, the average cost of 
transmission, 33.5 cents, and the average profit per message, 
17.4 cents ; while, for the year ended 30th June last, the 



average tolls were 43.6 cents, average cost, 29.8 cents, and 
average profit, 13.8 cents. The decrease in the average tolls 
during the past year, as compared with the preceding year, 
was 7.3 cents per message, or 14.3 per cent upon the. entire 
traffic of the Company. The average annual decrease of rates 
during the preceding ten yeai*s was 8.3 per cent, which 
shows that the reduction last year was 6 per cent more than 
the average. 

MONEY TRANSFER SERVICE. 

The number of money transfers by telegraph during the 
year was 38,669. The amount transferred thereby was 
$2,464,172.82, and the revenue accruing to the Company was 
$92,364.93 — being a decrease of revenue, as compared with 
the preceding year, of $7,272.96, or about 7i per cent The 
increase in the number of transfers was about 4 per cent, 
and the average amount transferred in each case was $63.72, 
against $70.54 during the preceding year. The decrease in 
revenue is accounted for in part by a slight falling off of 
business during the first nine months of the year, but chiefly 
by the reduction of telegraph tolls in the last half of the 
year in the Central and Eastern Divisions, where most of 
the transfers are made. 

This branch of the service was reorganized during the 
early months of the current calendar year. New rules, 
forms and checks were then adopted. These went into 
effect on the 1st day of April last, with decided advantage 
to the service. Since that time the growth of the business 
has been marked and steady. 

The increase in number of transfers was, in the month 
of April, 14 per cent ; in May, 19 per cent ; and in June, 
21^ per cent, as compared with the corresponding months 
of the preceding year, and there are indications of a still 
greater growth during the present fiscal year. The re- 
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turns for July and August show an increase of 28 per 
cent, in number of transfers over the corresponding period 
of last year. 

STATISTICAL TABLE& 

The following are statistical tables of the operations of 
the Company from June 30th, 1866, to June 30th, 
1877, showing the annual increase in the mileage of lines 
and wires, number of offices and traffic, the average an- 
nual decrease in the tolls, the number of messages trans- 
mitted per mile of wire, the cost of transmission and profit 
per message. 
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Statement showing the annual increase in the Lines^ WireSj Offices and H^affic, and 
decrease in the Rates of Tolls from June 30^^, 1866, to June 30</i, 1877. 





A^WUAL INCREASE IN 


Annnal Decrease 

in thp 


Ybab. 


r 

Miles of 
Line. 


Miles of 
Wire. 


No. 
of Offices. 


> 

No. 
of Messages. 


Ayera£;e Tolls 
per Message. 


1867 


8,890 


9,605 


315 




Cents. 


1868 


3,913 


12,303 


654 


525,313 


0.5 


1869 


1,916 


6,990 


388 


1,530,338 


15.3 


1870 


. 3,010 


7,607 


365 


1,222,713 


13.8 


1871 


1,923 


8,960 


634 


1,488,431 


6. 


1873 


6,001 


16,039 


631 


1,798,422 


3.3 


1873 


3,724 


17,282 


503 


2,012,333 


3.7 


1874 


6,828 


21,263 


448 


1,872,424 


7.7 


1875 


1,248 


3,761 


377 


824,454 


.9 


1876 


699 


4,336 


507 


1,575,857 


3.1 


1877 


3,423 


10,491 


428 


2,429,374 


7.3 


Total increase. . 


39,575 


118,637 


5,250 


15,279,659 


Total ) g- g 
decrease, ) ' 



Statemml showing the Number of Mseages JVanatnitfed per Mile of Wire, together 

viilh the Average IbUs, Coat of TransmisaiiM and Profit per Message, 

for each year from June 30tk, 867 to June 30(ft, 1871. 



ises 


97.694 


G,404,596 


1869 


lW,a8i 


7,934,933 


1870 


112,191 


9,157,646 


1872 


121,151 
137,190 


10,646,077 
12,444,499 


1873 


164,472 


11,466,832 


1B71 


115,736 


18,329.256 


1876 


179,498 


17,153,710 


1376 


183,832 


18,729,567 


1877 


194,323 


21,168,941 



The decrease in the total liabilities of the Oompanj during 
the past ten years is shown by the following statement : 

June aoth, 1867. June SOih, 1877, 

Capital Stock $41,073,410 00 $33,818,075 00 

Bonded Debt 6,162,200 00 6,239,038 00 

Total Capital and Debt $46,226,610 00 $40,057,113 00 

Decreaaa 6,168,497 00 

Capital and Debt per mile ol line. . .$999 44 $520 53 

" " " " " wire... 641 98 206 11. 
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INTERNATIONAL OCEAN TELEGRAPH COMPANY. 

The capital stock of the Company is $1,500,000.00, of 
which the Western Union Company owns $1,038,500.00, and 
the International Ocean Company owns $97,300.00. 

Of the stock previously owned by the International Ocean 
Company, 14 shares were issued during the year in lieu 
of cash, in payment of a portion of the dividend on the 
preferred stock under which the preference was extin- 
guished. 

The bonded debt of this Company is as follows: 

Bonds due July 1st, 1878, T per cent, gold, interest payable 

semi-annually $108,000 00 

Bonds due April 1st, 1879, 7 per cent, gold, interest payable 

semi-annually 72,300 00 

Scrip Dividend due October 1st, 1879, 7 per cent, currency, 

interest payable annually 57,680 OO 

Scrip Dividend (called in October 1st, 1875), balance not yet 

presented for redemption 16 00 

Total bonded debt $237,996 00 

There have been redeemed during the year with the Sink- 
ing Funds $60,000 of the bonds of 1878, $1,600 of the 
bonds of 1879, and $7,736 of the 7 per cent currency 
scrip, falling due October 1st, 1879. There have also been 
redeemed $360 of the 7 per cent gold scrip which was 
called in October 1st, 1875. 

The operations for the year ended June 30th, 1877, were 
as follows : 

Earnings $314,136 99 

Expenses 67,326 73 

Profits $246,810 26 

Surplus July 1st, 1876 11,175 48 

$267,986 74 
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From which there has been appropriated during the year : 

For balance of payments on account of new cable between Punta 

Rossa and Key West $68,975 01 

For two quarterly dividends of 2 per cent each 56,108 00 

For Interest on Bonds and Scrip 21,798 3^ 

For cable steamer Professor Morse — repairs, insurance and 

expenses 25,517 81 

For Sinking Fund appropriations (one year) 24,000 00 

For Sundry Construction, etc 423 81 

For Scrip (called in October 1st, 1875) redeemed during the 

year 360 00 

For Dividend on Preferred Stock (balance of payments) 100 00 

Surplus June 30th, 1877 60,702 72 

$257,985 74 

GENERAL REVIEW. 

The past year has been remarkable as showing the lar- 
gest increase in the traffic which has occurred during a 
similar period of time since the organization of the Com- 
pany — the increase in the number of messages transmitted, 
as com^red with the previous year, being nearly two and 
a half millions, or about 13 per cent There was an 
increase during the year of 6.7 per cent in the mileage 
of wire, and 2 per cent in the number of employes. 
The decrease of 7.3 cents, or 14.3 per cent in the aver- 
age tolls collected upon each message, was about equally 
divided between the reduction in the average coat of 
transmission and the average profit per message — the de- 
crease in the average cost of transmission being 3.7 cents, 
and in the average profit per message 3.6 cents. The de- 
crease of 14.3 per cent, in the average tolls, and the in- 
crease of 12.9 per cent in the number of messages trans- 
mitted, has resulted in a decrease of $259,382,20 in the 
net profits, as compared with the preceding year. During 
the year the Company has increased its system, by purchase 
and construction, to the extent of 10,491 miles of wire. 
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Since the close of the year aa arrangement has been 
<5oncluded with the Atlantic and Pacific Telegraph Com- 
pany for pooling the gross receipts of the business of the 
two companies, and dividing them on the basis of 87.5 per 
<5ent. of the combined receipts to the Western Union, and 
12.5 per cent, to the Atlantic and Pacific Company. Subse- 
quent to the completion of this arrangement the Western 
Union Company purchased 72,502 shares of the stock of the 
Atlantic and Pacific Telegraph Company at $25 per share, 
paying therefor 12,500 shares of Western Union stock and 
$912,550 in cash. The outstanding capital of the Atlantic 
and Pacific Company is $14,000,000, and is represented by 
140,000 shares, of the par value of $100 each. When pend- 
ing arrangements are fully consummated a common interest 
will govern the management of both companies, and it is 
expected that all the substantial benefits of an actual con- 
solidation will accrue. With the cessation of the wasteful 
competition which has existed for several years past, it will 
be practicable to arrange a system of tolls throughout the 
country which, while more remunerative to the companies, 
will also be more advantageous to the public, because the 
reductions will be more widely distributed. . We shall also 
be enabled to reduce expenses very materially by the in- 
troduction of many economies through the community of 
interests thus established between the two companies. 

Respectfully submitted. 

WILLIAM ORTON, 

President 
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To the Stockholders : 

CAPITAL STOCK. 

The capital stock of the Company is $41,073,410, of which 

there was in the treasury, belonging to the Company, at the 

beginning of the year, $7,255,885. From this there has been 

transferred and reissued 12,500 shares, in part payment for 

the purchase of Atlantic and Pacific Telegraph Company 

stock, and five shares in the purchase of stock of leased 

companies, leaving the amount in the treasury $6,004,835, 

and the amount outstanding on the 30th June, 1878, 

$35,068,575. 

BONDED DEBT. 

The bonded debt at the close of the year was as follows: 

Seven per cent. Gold Building Bonds, due May 1, 

1902 $1,373,000 00 

Six per cent. Sterling Bonds, due March 1, 1900, 981,234 00 

Seven per cent. Currency Bonds, due May 1, 1900, 3,920,000 00 

$6,274,234 00 

Less amount of Sinking Funds and accrued interest 

thereon, held by the Union Trust Company, 

trustees 95,292 36 

Total $6,178,941 64 

During the year, $125,000 of the Building Bonds of 1902, 



and $10,206 (£2,100) of the Sterling Bonds of 1900, were 
redeemed by the Trustees of the Sinking Funds. There was 
also purchased and cancelled $89,000 of the Currency Bonds 
of 1900, with the balance of the previous year's Sinking 
Fund appropriation for such bonds, which was returned to 
the Company by the Trustees, because the holders of drawn 
bonds to that amount did not present them for redemption. 

BUSINESS OF THE YEAR. 

The Revenues accniing to this Company were . . . $9,335,810 67 
The expenses (inchiding rental of leased lines) were, 6,173,810 90 

The net profits (after reserving amount sufficient 
to meet the claims of the Atlantic and Pacific 
Telegraph Company under existing agree- 
ments) were $3,161,999 77 

From which there was applied : 

For four quarterly dividends of 1^ percent, each. $2,103,726 00 

For interest on debt 453,741 52 

For Sinking Funds appropriations 79,970 40 

Leaving surplus of net revenue for the year over 
dividends, interest, and Sinking Fund appro- 
priations 524,561 85 



$2,637,437 92 



From which surplus there was appro- 
priated : 

For construction of new lines and erection of 

additional wires 21 6,320 93 

For purchase of sundry Telegraph Stocks (other 

than Atlantic and Pacific), patents, etc 44,758 49 

261,079 42 

Balance 263,482 43 

$3,161,999 77 



GENERAL STATEMENT. 

The balance of $263,482.42, together with the balances 
of previous years, has been applied towards the carrying 
of the amount due on account of the purchase of Atlan- 
tic and Pacific Telegraph Company's stock, the whole 
being represented in the following exhibit of the profits 
and disbursements of the Company, for twelve years from 
the date of the general consolidation, July 1st, 1866 : 

The surplus of income account July Ist, 1866, 

was $275,35'7 24 

The net profits for twelve years, from July 1, 
1866, to June 30, 18*78 (inclusive of 
$173,487.50 proftt — excess over cost — on 
12,500 shares of Western Union stock 
owned by the Company, which was issued 
at 12% in part payment of Atlantic and 
Pacific Telegraph Company's stock pur- 
chased), were $35,933,823 70 

Making an aggregate, June 30, 1878, of $36,209,180 94 

During this period there was applied — 

For dividends to stockholders (including divi- 
dend payable July 15, 1878) $14,225,713 34 

For interest on Company's bonds, etc 4,587,970 36 

For amount reserved for sinking funds, and 
for interest on bonds, accrued to June 
30, but not yet payable 106,086 64 

For discount on issue of bonds payable in 

1900 250,058 00 

$19,169,828 34 

Leaving a surplus of $17,039,352 60 

which is represented as follows: 
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Construction of new lines, erection of additional wires, etc. . $6,369,420 32 
Purchase of telegraph lines, and of the stocks of companies 

controlled by the Western Union Company, upon which 

interest or dividends are paid as rental 1,627,049 42 

Western Union Telegraph Company's stock (60,048 shares).. 3,327,894 69 
Atlantic and Pacific Telegraph Company's -stock 

(72,010 shares) $1,806,250 00 

Less balance due on account thereof, June 

30, 1878 (since paid) 537,166 44 

1,269,083 56 

Gold and Stock Telegraph Company's stock (47,810 shares).. 1,167,509 OO 
International Ocean Telegraph Company's stock (10,385 

shares) 961,606 42 

Anglo-American Telegraph Company's stock (£1,308) 7,500 00 

Central District and Printing Telegraph Company's stock (200 

shares) 10,000 00 

Western Electric Manufacturing Company's stock (500 shares).. 50,000 00 

Western Union bonds redeemed and cancelled 1,319,763 96 

Sinking funds (portion not yet used for redemption of 

bonds, and exclusive of accrued interest allowed by 

Trustees) 80,450 79 

Broadway and Dey Street building $2,295,639 52 

Less amount provided from the proceeds of 

bonds 1,802,202 00 



493,437 52 

Real estate, other than above 344,499 04 

Sundry railroad bonds and stocks. 18,152 60 

Supplies and material on hand unissued 243,043 28 



$17,289,410 60 
Less tlie amount which was applied from the profits to 

make good the discount on the bonds of 1900 250,058 00 



Total surplus of income account June 30, 1878 $17,039,352 60 

STATISTICS. 

■The- -following statistical tables show the operations of the 
Company from Ju\y 1, 18(>6, to June 30, 1878; the annual 
increase in lines and wires, offices, traffic, and of messages 



per mile of wire; the steady reduction in the average rate 
of tolls per message, and in the cost of transmission, with 
the annual average profit per message. A reference to the 
figures in these tables will show a larger increase of lines 
and wire during the past year than in any one year since 
1874, a larger increase of telegraph ofiices than in any 
year since 1872, and a larger increase in the number of 
messages sent than in any previous year, being an increase 
of 2,759,953 messages, or over 13 per cent ; while, notwith- 
standing the friendly arrangement with the Atlantic and 
Pacific Telegraph Company early in the year, and advance 
of some competing rates, the reduction of 4:r^ cents per 
message, or lO^s^j. per cent on the average rate of tolls 
collected, compares favorably with previous years ; and the 
reduction of 4^ cents, per message, or 16-^ per cent in 
the average cost of transmission, is the largest reduction 
of expenditures, in proportion to the work done, ever 
effected in any previous year. These reductions demon- 
strate that one telegraph company, having all the business 
to handle, and relieved from the expenses of numerous 
competing offices, can afford to do the business of the 
country at lower rates, with a living profit, than it could be 
so done if divided between two or more companies. 
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Statement shewing the Number of Messages Transmitted per MUe of Wire^ together 

with the Average Tolls, Cost of Transmission and Profit per Message, 

for each year from June 30, 1867, to June 30, 1878. 



Year. 


Miles of 
Wire. 


Number of 
Messages Sent. 


Number of 

Messages 

Annually 

Transmitted 

per Milo of 

Wire. 


Average 
Tolls per 
Message. 


Average 
Cost of 
Transmis- 
sion per 
Message. 


Average 
Profit per 
Message. 


1868 


97,694 


6,404,595 


66 


Cents. 
104.7 


Cents. 
63.4 


Cents. 
41.3 


1869 


104,584 


7,934,933 


76 


89.3 


54.7 


34.6 


1870 


112,191 


9,157,646 


82 


75.5 


51.2 


24.3 


1871 


121,151 


10,646,077 


88 


69.6 


45.7 


23.8 


1872 


137,190 


12,444,499 


91 


66.2 


43.8 


22.4 


1873 


154,472 


14,466,832 


93 


62.5 


43.4 


19.1 


1874 


175,735 


16,329,256 


93 


54.9 


39.5 


16.4 


1875 


179,496 


17,153,710 


96 


54. 


36.2 


18.8 


1876 


183,832 


18,729,567 


102 


50.9 


33.5 


17.4 


1877 


194,323 


21,158,941 


109 


43.6 


29.8 


13.8 


1878 


206,202 


23,918,894 


116 


38.9 


26. 


13.9 
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Statement showing the Annual Increase in the Lines^ Wires^ Offices and Traffic, and 
Decrease in the Bates of ToUSt from June 30, 1866, to Jvm 30, 1878. 







ANNUAL INCRBASB » 


r 


Annual Decrease 

1- xi_ 


Ybab. 


MileB of 
Line. 


Miles of 
Wire. 


No. 
of Offtces. 


■ 1 

No. of 
Messages. 


in the 

Average Tolls 

per Message. 


1867 


8,890 


9,605 


315 


• • * • 


Cents. 


1868 


3,913 


12,303 


654 


525,313 


0.5 


1869 


1,916 


6,990 


388 


1,530,338 


15.3 


1870 


2,010 


7,607 


365 


1,222,713 


13.8 


1871 


1,923 


8,960 


634 


1,488,431 


6. 


1872 


6,001 


16,039 


631 


1,798,422 


3.3 


1873 


3,724 


17,282 


503 


2,012,333 


3.7 


1874 


5,828 


21,263 


448 


1,872,424 


7.7 


1875 


1,248 


3,761 


377 


824,454 


.9 


1876 


699 


4,336 


507 


1,575,857 


3.1 


3877 


3,423 


10,491 


428 


2,429,374 


7.3 


1878 


4,047 


11,879 


514 


2,759,953 


4.7 


Total increase. . 


43,622 


130,516 


5,764 


18,039,612 


Total ) ^« , 
Decrease f ^^'"^ 
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INTERNATIONAL OCEAN TELEGRAPH COMPANY. 

Out of the Capital Stock of $1,500,000, the Western' 
Union owns $1,088,500, and the Company itseK owns 
$97,300; and there is owned by other parties $364,200. 
The Western Union owns nearly three-fourths interest in 
the International Ocean Telegraph Company. 

The net earnings of this Company for the year ending 
June 30, 1878, were $254,204.05. It has paid regular 
quarterly dividends at the rate of 8 per cent per annum, 
and paid over $100,000 of its bonded debt during the 
year, and had a surplus at the close of $51,072. It has 
further bonded liabilities, amounting to about $180,000, 
which mature, and will be paid, during the ensuing year, 
from its surplus earnings, without interfering with its regular 
dividends, and, it is confidently believed, without any reduc- 
tion of the surplus. 

f 

GOLD AND STOCK TELEGRAPH COMPANY. 

This Company has a capital stock of $2,500,000, of which 
it holds in its treasury $55,075, and the Western Union 
Company owns $1,195,250, or a little less than half the 
stock outstanding. 

The net earnings of this Company for the year ending 
June 30 were $264,093.15, out of which were paid quarterly 
dividends, amounting to 6 per cent to stockholders, $32,700 
in interest on bonds, and over $48,000 for construction and 
purchase of lines and patents. The surplus of $36,000 has 
nearly all been invested in the American Speaking Tele- 
phone Company, of which latter Company the Gold and 
Stock Company owns a two thirds interest, and has the con- 
trol and management 

The Q-old and Stock Company has a bonded debt of" 
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$500,000, maturing May 1, 1885, of which it owns and has 
in its treasury $65,500, and the Western Union Company 
hold $100,000. The earnings of the Company show an 
increase over the previous year; and the prospect appears 
quite as favorable for the ensuing year. 

GENERAL REVIEW. 

Summarizing, in round figures, the general statement in 
detail of the financial condition of the Company, the net 
earnings in twelve years past have been over thirty -six 
millions, of which fourteen and one quarter millions has 
been paid in dividends to stockholders; something over four 
and three-quarters millions in interest, discount and sinking 
fund on bonded debt, leaving a surplus of seventeen mil- 
lions. Of this surplus, six and one-third millions has been 
invested in additional lines and wires ; one and two-thirds 
millions in the purchase of stocks in leased lines, and half a 
million (in excess of the fund provided by the bonds) in 
the Western Union Building, making eight and one-half 
millions invested in new permanent property. For the 
remaining eight and one-half millions, the Company holds in 
its treasury valuable dividend paying stocks and bonds, 
including over six millions of its own stock, over seven 
millions of stock in the Atlantic and Pacific, and over one 
million each in the Gold and Stock and the International Ocean 
Telegraph Companies, all and severally worth more than the 
cost value at which they are stated. 

The reduction made to the public in the average tolls 
per message during the previous year resulted in a reduc- 
tion of the profits, and loss to the Company of over three 
and a half cents per message; but during the last year a 
still larger percentage of further reduction in the average 
rate of tolls has been made to the public, without reducing 
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the average profit per message to the Company; and it is 
confidently believed that the economies in expenditures now 
fairly inaugurated will be found to justify still further 
reductions in its average rate of tolls to the public, without 
reducing the average profit per message, but securing a 
further increase of business and of net revenues to the 
Company. In fact, the reduction of expenditures and 
increase of revenues shown have all accrued during the 
last half of the year ; the first half having to compare with 
the autumnal half of the year 1876, in which the Centennial 
Exposition and Presidential election rendered the business very 
large, showed an actual falling off, which was more than made 
up during the other half of the year. And since the close oif 
the fiscal year the gains to the Company in both respects 
have been, are at this writing, and promise to be during 
the ensuing year, much larger than any such gains previously 
realized. 

It is proper to note, at this first meeting of the stockholders 
since the sad event, the loss of our late President, William 
Orton, whose great ability, and unremitting energy and applica- 
tion duiing the last twelve years, has contributed more than 
any other, and, perhaps, more than all other men, toward the 
growth, extension, good will, and marked success of the 
Western Union Telegraph Company. In his death the Com- 
pany sustained an irreparable loss ; and it is fortunate his in- 
valuable services were spared the Company until its success 
had been so permanently established, on so extended and solid 

foundations. 

Respectfully submitted, 

NORVIN GREEN, 

President 
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RUSSELL BROTHERS, PRINTERS, 
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ANNUAL REPORT 



OF THE 



IPmibent of % WSitsitxn Wimn Celegrap^ Company, 

For thb Year ending June 30, 1879. 
Approved by tlie Executive Coxnxnittee. 



To the Stockholders : 

CAPITAL STOCK. 

The capital stock of the Company is $41,073,410, of 
which there was in the treasury, belonging to the Company 
at the beginning of the year, $6,004,835. From this there 
was distributed to the stockholders $5,960,608, leaving the 
amount in the treasury $44,227, and the amount outstanding 
on the 30th of June, 1879, $41,029,183. 

BONDED DEBT. 

The bonded debt at the close of the year was as follows: 

Bonds due March 1, 1900, 6 per cent $971,514.00 

Bonds due May 1, 1900, 1 per cent 3,920,000 00 

Bonds due May 1, 1902, *l per cent 1,373,000 00 

$6,264,514 00 
Less amount of Sinking Funds and accrued interest thereon, 

held by the Union Trust Company Trustees 126,347 53 

$6,138,166 47 

During the year £2,000 of the Sterling Bonds, due 
March 1, 1900, were redeemed by the Trustees of the 
Sinking Funds. 
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BUSINESS OF THE YEAR. 

The revenues, expenses and profits (after re- 
serving amount sufficient to meet the claims 
of the Atlantic and Pacific Telegraph Com- 
pany under existing agreements) were as 
follows : 

Revenues accruing to this Company $10,078,89'? 79 

Expenses chargeable to this Company 5,809,119 46 

Net profits $4,269, "778 33 

Prom which there was applied : 

For four quarterly dividends 2,295,304 50 

For interest on bonds 430,528 25 

For Sinking Funds appropriations 40,056 81 

$2,765,889 56 

Leaving surplus of net revenue for the year 

over dividends, interest and Sinking Funds 

appropriations $1,503,888 77 

From which surplus there was appropriated: 

For construction of new lines and erection of 

additional wires $138,319 50 

For purchase of sundry Telegraph Stocks, 

Patents, etc 145,134 83 

For payment of balance unpaid July 1, 1878, 
on accoimt of purchase of Atlantic and 

Pacific Telegraph Company's stock 537,166 44 

$820,620 77 

Balance 683,268 00 

$4,269,778 33 
GENERAL STATEMENT. 

The balance of $683,268.00, together with the balances 
of previous years, is represented in the following exhibit 
of the profits and disbursements of the Company, for 
thirteen years, from the date of the general consolidation, 
July 1, 1866: 



The surplus of Income Account July 1, 1866, 

was $275,357 24 

The net profits for thirteen years, from July 1, 

1866, to Juno 30, 1879, wore 40,203,602 03 



Making an aggregate, June 30, 1879, of $40,478,959 2t 

Daring this peri(xl there was a{)plied — 

For dividends to stockholders (including cost 
of Western Union stock distributed, and 
cash dividend payable July 15, 1879) $19,823,206 86 

For interest on Company's bonds, etc 5,018,498 61 

For amount reserved for Sinking Funds, and 
for interest on bonds, accrued to June 

30, but not yet payable 106,086 04 

$24,947,792 11 



Leaving a surplus of $15,531,167 16 

which is represented as follows : 

Construction of new lines, erection of additional wires, etc.. $6,518,962 87 

Purchase of telegraph lines, and stocks of companies con- 
trolled by the Western Union Company, upon which 
interest or dividends are paid as rental 1,643,693 12 

Western Union Telegraph Company's stock (442 shares). . . . 25,705 67 

Atlantic and Pacific Telegraph Company's stock (72,010 

shares) 1,806,250 00 

Gold and Stock Telegraph Company's stock (47,810 shares).. 1,176,009 00 

International Ocean Telegraph Company's stock (10,385 

shares) 961,606 42 

Brooks' Underground Telegraph Company's stock (1,000 shares), 95,000 00 

Sundry other Telegraph and Railroad stocks and bonds 50,075 60 

Western Electric Manufacturing Company's stock (500 shares), 50,000 00 

Western Union bonds redeemed and cancelled 1,329,443 96 

Sinking Funds (portion not yet used for redemption of bonds, 

exclusive of interest allowed by Trustees) 1 10,827 60 

Broadway and Dey Street building $2,295,639 52 

Less amount provided from the proceeds of 

bonds 1,802,202 00 



493,437 62 

Real estate other than above 343,844 12 

Supplies and material on hand unissued 153,841 37 

Surplus June 30, 1879 '. 772,469 91 



$15,531,167 16 



RECAPITULATION. 

Recapitulating this general exhibit in round figures, it 
appears that of forty and a half millions of net income 
in the past thirteen years, a little less than twenty mil- 
lions have been paid in dividends to stockholders ; six 
and a half millions paid for interest and principal of 
bonded debt ; over thirteen millions added to the plant, 
in the constriction and purchase of new lines and stocks 
in other companies and real estate, all of greater value for 
the uses of the Company than their cost ; and three quar- 
ters of a million remain as surplus in the treasury. 

STATISTICS. 

The following table exhibits the amount of lines oper- 
ated, number of offices, number of messages sent, receipts, 
expenses and profits for thirteen years respectively, show- 
ing the steady growth from the date of consolidation of 
the Telegi'aph Companies in 1866, increasing nearly three- 
fold its miles of wire, nearly fourfold in number of 
of offices, and nearly fivefold the number of messages 
sent, whilst the gross and net earnings have each been 
nearly doubled. The expenses have been steadily reduced 
since 1873, and were less the last year than for any year 
since 1872 ; and though over twenty-five millions of mes- 
sages were sent during the last year, the expenses were 
less by $415,000 than for the year ending with June, 1878, 
in which year only fourteen and a half millions of mes- 
sages were sent. 
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